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EXTENDING THE TIME FOR FILING THE FINAL REPORT 
OF THE COMMISSION ON GOVERNMENT SECURITY TO 
JUNE 30, 1957 





JUNE 29, 1956.—Ordered to be printed 





Mr. McCLELLAN, from the Committee on Government Operations» 
submitted the following 


REPORT 


(To accompany S. J. Res. 182] 


The Committee on Government Operations, to whom was referred 
the resolution (S. J. Res. 182) to extend the time for filing the final 
report of the Commission on Government Security to June 30, 1957, 
and for other purposes, having considered the same, report favorably 
thereon, without amendment, and recommend that the resolution do 
pass. 

PURPOSE 


The purpose of Senate Joint Resolution 182 is to extend the time 
for filing the final report of the Commission on Government Security 
from December 31, 1956, as presently fixed by Public Law 304, 84th 
Congress, to June 30, 1957. ‘The resolution also includes a provision 
extending authority to the Commission to procure, without regard to 
civil-service laws and the Classification Act of 1949, as amended, tempo- 
rary and intermittent services to the same extent as is authorized for 
the departments by section 15 of the act of August 2, 1946, but at rates 
not to exceed $50 per diem for individuals, such services to be pro- 
cured for any period during the existence of the Commission. 


NEED FOR THE LEGISLATION 


The Chairman of the Commission on Government Security sub- 
mitted the attached communication setting forth in detail the com- 
position, current operations, and the status of the various phases of 
the program of the Commission, together with its objectives and the 
i for extending the time for submission of its final report: 
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EXTEND TIME FOR FILING FINAL REPORT 


COMMISSION ON GOVERNMENT SECURITY, 
Washington, D. C., June 19, 1956. 
The Hon. Dwiaar D. EISENHOWER, 
President of the United States. 


Hon. RICHARD M. NIXON, 
Vice President of the United States and President of the Senate. 


Hon. SAM RAYBURN, 
Speaker of the House of Representatives. 

SIRs: At a meeting of the Commission on Government Security 
on June 17, 1956, the Commission directed its Chairman to request 
the Congress to extend the time for filing the final report of the Com- 
mission from December 31, 1956, as presently fixed by Public Law 304, 
to June 30, 1957. I respectfully submit herewith a draft of proposed 
legislation to accomplish that purpose. 

The Commission on Government Security was established by Public 
Law 304 (ch. 664, Ist sess.), 84th Congress, approved August 9, 1955. 

Agreeable to the terms of the law, the President appointed Hon. 
Carter L. Burgess, Hon. Louis S. Rothschild, Dr. Franklin D. Murphy, 
and Hon. James P. McGranery; the President of the Senate appointed 
Hon. Norris Cotton, Hon. John Stennis, Dr. Susan B. Kiley, and 
Hon. Loyd Wright; the Speaker of the House appointed Hon. William 
M. McCulloch, Hon. Francis E. Walter, Hon. James L. Noel, Jr., 
and Hon. Edwin L. Mechem. 

The Commission met at the call of the Vice President on December 
14, 1955, and organized by electing Loyd Wright as Chairman and 
Senator John Stennis as Vice Chairman. Subsequently, quarters 
were obtained in the General Accounting Office Building, Washington, 
D.C. Pursuant to the provisions of section 7 (a) of Public Law 304, 
the Commission has created four subcommittees as follows: 


1. Civilian and Military Personnel Security: 

Hon. Francis E. Walter, Chairman. 
Dr. Franklin D. Murphy. 
Hon. Carter L. Burgess. 

. Industrial and Atomic Energy Security Programs: 
Hon. Edwin L. Mechem, Chairman. 
Hon. James L. Noel, Jr. 
Dr. Susan B. Riley. 

. Legislation and Classification of Documents: 
Hon. James P. McGranery, Chairman. 
Hon. Norris Cotton. 
Hon. John Stennis. 

. Immigration, Passports, and International Organizations: 
Hon. Louis S. Rothschild, Chairman. 
Hon. William M. McCulloch. 
Dr. Susan B. Riley. 


The staff personnel include Samuel H. Liberman, chief counsel; 
D. Milton Ladd, administrative director; Stanley J. Tracy, associate 
counsel; Dr. Richard A. Edwards, director of research, and Douglas 
R. Price, executive secretary. Serving as part-time consultants to the 
Commission are Hon. L. Dale Coffman, dean of the Law School of the 
University of California at Los Angeles; Hon. Roscoe Pound, dean, of 
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the Harvard University Law School; Richards Combs, of Visalia, 
Calif., who has had 17 years’ experience in the field of security control; 
and Harry B. Reese, associate professor of law at Northwestern 
University. The present staff consists of 48 individuals, of which 18 
are clerical, and it is estimated that the staff will average a total of 
80 in the immediate future. 

It is clear to the Commission that if it is to study the actual manner 
in which the Government security program is being administered and 
implemented, it must painstakingly investigate the practices and 
procedures of all the numerous agencies, departments, and independent 
establishments. 

The declaration of policy calls for a “sound Government program” 
that would establish procedures for security investigations, evaluation, 
and adjudication; for vigorous enforcement of effective and realistic 
security laws and regulations; and for a careful, consistent, and efficient 
administration of policy in a manner which would protect the national 
security and preserve basic American rights. 

The Commission is of the opinion that it will be impossible to com- 

lete the study and submit a final report, as called for by the act, by 

ecember 31, 1956. 

At the time the Commission was created there was appropriated the 
sum of $50,000. An additional $200,000 was appropriated May 19, 
1956, and there is now pending a request for an additional $665,000, 
the minimum necessary to continue operations until December 31, 
1956. If the Commission is to meet fully the mandate that the Con- 
gress has enjoined upon it, particularly in view of the constantly ex- 
panding horizons of its responsibilities, it will require not only addi- 
tional funds but an extension of time as well. 

The entire Government security program which the Commission is 
required to study is comprehensive in its nature and scope. Among 
its many facets are (1) the criminal sanctions dealing with treason, 
espionage, sedition, sabotage, unlawful and unauthorized disclosures, 
ete.; (2) the program relating to the appointment and discharge of 
civilian employees of the Federal Government; (3) the program dealing 
with the induction and the discharge of military personnel; (4) the 
industrial security program dealing with the grant or denial of clear- 
ance to classified data and information to private contractors and to 
their employees where such contractors have contracts with the mili- 
tary departments, the atomic energy program relating to the appoint- 
ment and discharge of the personnel of the Atomic Energy Commis- 
sion and relating to the grant or denial of access to classified informa- 
tion to private contractors and their employees where such contrac- 
tors have contracts with the Atomic Energy Commission; (5) the 
immigration and naturalization laws; (6) the restrictions on travel 
through the denial of passports; (7) the designation of subversive 
organizations by the Attorney General; (8) the registration of Com- 
munist-action, Communist-dominated, or Communist- infiltrated organ- 
izations; (9) the sanctions and penalties imposed to safeguard against 

Yommunist infiltration of organizations, including unions; (10) the 
port security program dealing with the grant of clearance to seamen; 
(11) American employees of embassies, consulates, and international 
organizations. 

Much of the confusion and uncertainty arising out of the existing 
security program has been attributed in large part to the fact that 
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in the past the Government security program was purely the product 
of improvisation and extemporization based upon the existence of 
crisis rather than the result of a conscious and deliberate study in- 
tended to meet the long-range needs of the Nation and its people. 
Moreover, the security program has a direct impact upon the lives 
and destinies not only of the 2,300,000 employees of the Federal 
Government but upon 3 million employees of private contractors 
whose fortunes and opportunities are subject to adverse effect in the 
event they are denied clearance to restricted and confidential infor- 
mation and data. 

It is obvious that the actual administration of any security pro- 
gram, having such potential impacts and repercussions upon so many 
lives, is of the greatest importance. Recognition of this fact led the 
Congress to require the Commission, in specific terms, to study and 
investigate the actual manner in which such statutes, Presidential 
orders, administrative regulations, and directives have been and are 
being administered and implemented. 

The Commission is collecting and analyzing the regulations and 
procedures of 84 departments, agencies, and independent establish- 
ments of the Government. More than 2,000 comparisons of such 
regulations are being developed. Over 300 interviews have been con- 
ducted with Government officers and private citizens, and the Com- 
mission is in correspondence with 1,200 leaders of labor and manage- 
ment and 250 other leading citizens to solicit their views. 

The field of industrial security presents complex and delicate 
problems. The denial of clearance to the employee of a private 
contractor may, in substance, mean the loss of his job or a sacrifice of 
compensation because he is disabled from carrying out the functions of 
the particular job which requires access to restricted or classified data. 
Moreover, it has been asserted that the denial of access affords to an 
employer the opportunity to discharge employees under the guise of 
protecting the national security whereas, in fact, there may be other 
motives. 

Much criticism of the existing program comes from eminent men of 
science who believe that restrictions upon the denial of access are 
damaging to the Government and to the Nation in that they hamper 
research and development. It is important to ascertain, weigh, and 
evaluate the opinions of loyal, competent persons in the scientific field. 

The denial of clearance to seamen, in effect, prevents them from 
carrying on their chosen vocation. The serious consequence of such 
a denial merits the most painstaking study of a program which will 
protect the national security in a most important field and at the same 
time refrain from the denial of the right to work where the exercise of 
that right is not inimical to the national security. This facet of the 
security problem affects over 395,000 longshoremen and over 425,000 
seamen. 

Another serious question arises out of restrictions upon the right 
to travel through the denial of a passport. Here again national 
security requires that travel rights be denied to those who would 
use it to further a conspiracy intent on the destruction of our in- 
stitutions, while at the same time we must be careful to see that this 
denial does not operate to prevent the legitimate exercise of what 
some courts have called a property right. 
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The comparative novelty of the many legal questions involved, 
and the differences of opinion in the courts, require the most careful 
and painstaking appraisal in order to formulate a conclusion as to the 
permissible limits of Federal action in the field of security. 

The foregoing considerations as to the nature of the problems 
involved and as to the time required to ascertain the facts, to evaluate 
opinions and to formulate a judgment, while not purporting to be 
all-embracing, have moved the Commission to request an extension 
of time to the end that it may discharge the duties imposed upon it as 
required by Public Law 304. 

We will sincerely appreciate your favorable consideration of the 
request of the Commission for an extension of time by the amendment 
of section 9 of the joint resolution, approved August 9, 1955, entitled 
“Joint Resolution to Establish a Commission on Government Secur- 
ity” (69 Stat. 595-597), and an amendment to section 4 (a) (2), which 
will permit the retention of consultants already employed. A draft 
copy of the proposed amendment is transmitted herewith. 

Respectfully, 
Loyp Wricut, Chairman. 


O 
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REVISION AND PRINTING OF LAWS RELATING TO CAR- 
RIERS SUBJECT TO INTERSTATE COMMERCE ACT 





JUNE 29, 1956.—Ordered to be printed 





Mr. BUTLER, from the Committee on Interstate and Foreign Com- 
merce, submmitted the following 


REPORT 


|To-accompany S. 4145] 


The Committee on Interstate and Foreign Commerce, having had 
under consideration the subject matter of the revision and printing 
of a compilation of Federal laws relating to the regulation of carriers 
subject to the Interstate Commerce Act, report an original bill 
(S. 4145) and recommends that the bill do pass. 

The bill now reported has been prepared at the direction of the com- 
mittee as a substitute for Senate Resolution 216 which would have 
requested the Interstate Commerce Commission to prepare for pub- 
lication as a Senate document a supplemental volume of the Inter- 
state Commerce Acts Annotated. 

As pointed out in the letter from the Chairman of the Commission’s 
Committee on Legislation which is included in this report, the passage 
of Senate Resolution 216 would have served only as a stopgap measure. 
There has been a need for a long time of a complete revision of the 
annotated material which is now in 16 volumes. Only four of these 
are available for purchase and the other 12 are out of print. 

The Committee felt that a complete revision of the material, which 
would be brought up to date in the process, would be of greater service 
to the Interstate Commerce Commission, the practitioners before the 
Commission, and the public in general than the publication of a 
supplemental volume alone. The Committee also thought that since 
the Commission is a quasi-judicial body and responsible for the printing 
of its opinions, the revision should be issued by the Commission at its 
expense and not printed as a Senate document. 

he letter referred to above is set out below. 
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REVISE AND PRINT LAWS RELATING TO CARRIERS 


INTERSTATE COMMERCE COMMISSION, 
OFFICE OF THE CHAIRMAN, 
Washington, May 4, 1956, 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. ©. 

DEAR CHAIRMAN MAGNUSON: Your letter of February 23, 1956, 
addressed to the Chairman of the Commission and requesting com- 
ments on a resolution, Senate Resolution 216, introduced by Senator 
Butler, has been referred to our Committee on Legislation. After 
careful consideration by that Committee, I am authorized to submit 
the following comments in its behalf: 

The proposed resolution reads as follows: 

“Resolved, That the Interstate Commerce Commission is requested 
(1) to prepare such material as it may deem necessary in order to 
bring as closely to date as possible the set of volumes entitled ‘Com- 
pilation of Federal Laws Relating to the Regulation of Carriers 
Subject to the Interstate Commerce Act, With Digests of Pertinent 
Decisions of the Federal Courts and the Interstate Commerce Com- 
mission, and Text of or References to General Rules and Regulations,’ 
and (2) to transmit such material to the Secretary of the Senate in 
manuscript form snitable for printing. 

“Sec. 2. Such material when received by the Secretary of the 
Senate shall be printed as a Senate document.” 

If Senate Resolution 216 were adopted, it would permit the com- 
pilation and publication of supplemental volume 17 of the Interstate 
Commerce Acts Annotated as a Senate document. While this would 
provide the means for bringing this important publication up to date, 
it would only serve as a stopgap measure. What is really needed is a 
republication of existing material, revised and made current. 

The annotations, first published 26 years ago in response to a Senate 
resolution, have proved to be a valuable transportation research tool, 
both inside and outside the Commission. The original compilation 
in 1930 consisted of 5 volumes of about 900 pages each. Supplemental 
volumes have been added as follows: 

Year | Year 
Volume: published | Volume: published 

1 1934 
1 1934 
1 1934 
1 1940 
11940 
1 1942 


Printed as Senate documents, 


Whether publication of a supplementa] volume 17 should be under- 
taken, or whether the suggested alternative course should be followed, 
might well be considered in the light of the existing situation. At 
present, only volumes 12, 13, 15, and 16 are available for purchase, 
the other 12 volumes being out of print. A supplemental volume 17, 
therefore, could only be a service to persons having a complete set. 
Even those having a complete set would find it cumbersome and 
time consuming to continue to use the material in its present form. 
This is due to the fact that the basie five volumes only contain the 
statutory provisions as of 1930, with related text. Since that time 
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the Interstate Commerce Act has been amended in material respects, 
articularly the addition of part II in 1935, part III in 1940, an part 
V in 1942. 

These extensive changes are scattered throughout the supplements, 
and because the material is spread among so many volumes covering 
a wide span of years, the job of the searc her in running down a point 
is an awkward and time-consuming operation. A thorough search 
now requires the physical handling and checking of many volumes. 

The searcher's task would be greatly simplified if the existing ma- 
terial were revised and condensed in a compilation limited to 10 vol- 
umes. This would not only take care of an immediate need within 
the Commission, but would be most helpful to Members of Congress 
and their staffs and the members and staff of the various congressional 
committees. It would also be of tremendous assistance to those who 
practice before the Commission and to the transportation industry in 
general. 

It is therefore respectfully urged that instead of adopting a resolu- 
tion which would merely add a “volume 17 to the present unsatisfac- 
tory situation, that consideration be given to the introduction of a 
new resolution, or to amending Senate Resolution 216, to give effect 
to our recommendation for a cumulative republication of the existing 
material. We believe that the adoption of the following language in 
a new or amended resolution would accomplish this purpose: 

“Whereas in 1930 a 5-volume reference work entitled ‘Interstate 
Commerce Acts Annotated,’ the text of which was prepared by the 
Interstate Commerce Commission, was printed as Senate Document 
166, 70th Congress, Ist session; and 

“Whereas 11 supplementary volumes of the said reference work 
have since been published at irregular intervals, 11 of the total 16 
volumes having been printed as Senate documents, and all but 4 
of the 16 volumes now being out of print; and 

“Whereas since 1930 the Interstate Commerce Act has been exten- 
sively amended and there is need for the Congress, the Interstate 
Commerce Commission, those practicing before that Commission, and 
the transportation industry generally, to have an up-to-date cumula- 
tive republication of the said annotations: Therefore, be it 

“Resolved, That the Interstate Commerce Commission is requested 
to prepare as soon as practicable a manuscript in form suitable to be 
priated in not more than 10 volumes, a compilation of Federal laws 
relating to the regulation of car iers subject to the Interstate Com- 
merce Act , with digests of pertinent decisions of the Federal courts 
and the Interstate Commerce Commission and the text of or references 
to general rules and regulations, and such tables as may be necessary, 
and to transmit such manuscript to the Secretary of the Senate upon 
the completion thereof. Such manuscript, when received, is author- 
ized to be printed as transmitted as a Senate document.” 
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For the reasons stated above, we recommend adoption of Senate 
Resolution 216 in its present form only if the changes herein suggested 
should not receive favorable consideration by your committee. 

Respectfully submitted. 
ANTHONY F. ARPAIA, 
Chairman, Committee on Legislation. 
ANTHONY ARPAIA, 
J. M. JOHNSON. 
OWEN CLARKE. 


The committee urges the immediate enactment of the bill as 
reported. 
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INCREASING THE MEMBERSHIP OF THE SENATE OFFICE 
BUILDING COMMISSION 


JUNE 29, 1956.—Ordered to be | rinted 





Mr. CHAVEZ, from the Committee on Public Works, submitted the 
following 


REPORT 


[To accompany S. 4116] 


The Committee on Public Works, to whom was referred the bill 
(S. 4116) to increase the membership of the Senate Office Building 
Commission, having considered the same, report favorably thereon 
without amendment and recommend that the bil do pass. 

The purpose of this bill is to increase the membership of the Senate 
Office Building Commission from 7 to 9 members, to be appointed by 
the President of the Senate. 

The original act providing for the erection of the Senate Office 
Building is contained in the Sundry Civil Appropriation Act of April 
28, 1904 (33 Stat. 481). That act also created the Senate Office Build- 
ing Commission composed of three members of the Senate, specifically 
named, to direct and supervise the construction of the building. The 
act also provided that any vacancy occurring by resignation or other- 
wise in the membership of the Commission would be filled by the 
Presiding Officer of the Senate. 

This Commission not only directed the construction of the three 
original wings of the Senate Office Building, but also in 1931-33, 
directed the construction of the fourth or First Street wing of this 
building, the alteration of the C Street facade, and completion of 
approaches. 

ublic Law 169, 80th Congress, approved July 11, 1947 (61 Stat. 
307), authorized the preparation of preliminary plans and estimates of 
cost for an additional office building for the use of the United States 
Senate by the Architect of the Capitol, under the direction and 
supervision of the Senate Office Building Commission, and increased 
the membership of the Commission from 3 to 5 members, to be ap- 
pointed by the President of the Senate. At that time all three places 
on the Commission were vacant. 
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2 INCREASE MEMBERSHIP OF SENATE OFFICE BUILDING COMMISSION 


Public Law 178, 83d Congress, approved August 1, 1953, increased 
the membership of the Commission from 5 to 7 members, such addi- 
tional members to be appointed by the President of the Senate. 

At the present time the membership of the Commission is as follows: 

Senator William A. Purtell, Connecticut, Chairman, appointed 
1953. 

Senator Dennis Chavez, New Mexico, appointed 1950. 

Senator Styles Bridges, New Hampshire, appointed 1947. 

Senator Theodore Francis Green, Rhode Island, appointed 
1947. 

Senator John J. Sparkman, Alabama, appointed 1949. 

Senator George W. Malone, Nevada, appointed 1950. 

Senator Karl E. Mundt, South Dakota, appointed 1953. 

During the last few years, the immense increase in the volume of 
work in the Senate and of the standing committees has necessarily 
caused a large increase in the number of employees as staff workers. 
This large volume of work created a need for increased room to provide 
space for the clerical forces connected with the duties of the Senators 
of the United States and for members of the committee staffs. 

The new Senate Office Building is well under construction and is 
scheduled for completion in 1958. There will be many details to be 
worked out under the supervision of the Senate Office Building Com- 
mission with respect to awarding many contracts, finishing the in- 
terior of the building, landscaping, equipping and furnishing the 
completed building, parking facilities, and policing. 

The committee feels that the remaining minute details in connec- 
tion with the new Senate Office Building, as well as those relating to 
the old building, warrant the increase in membership of the Com- 
mission to nine members, and recommends enactment of S. 4116. 


O 
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REORGANIZATION PLAN NO. 2 OF 1956, PROVIDING FOR THE 
ESTABLISHMENT OF THE FEDERAL SAVINGS AND LOAN IN- 
SURANCE CORPORATION AS AN INDEPENDENT AGENCY OF 
THE FEDERAL GOVERNMENT 


JuNE 29, 1956.—Ordered to be printed 





Mr. Kennepy, from the Committee on Government Operations, 
submitted the following 


REPORT 


[To accompany S. Res. 291] 


The Committee on Government Operations, to whom was referred 
Senate Resolution 291, expressing disapproval of Reorganization Plan 
No. 2 of 1956, having considered the same, report favorably thereon, 
and recommend that the resolution do pass. The effect of the adoption 
by the Senate of Senate Resolution 291 will be to prevent Reorganiza- 
tion Plan No. 2 of 1956 from becoming effective. 

Hearings on Senate Resolution 291 were held before the Subcom- 
mittee on Reorganization on June 27, 1956. Following the conclusion 
of the hearings, the subcommittee, in executive session, voted to report 
the resolution to the full committee, 6 recommending that a favorable 
report be submitted to the Senate and 1—Senator Smith of Maine— 
that the resolution be reported without recommendation. 

The subcommittee emphasized that its recommended action was 
not necessarily intended to indicate opposition to the objectives of 
Reorganization Plan No. 2, but rather to reflect the view of its mem- 
bers that reorganizations sought to be accomplished by the plan were 
too far reaching and important to be enacted into law by means of a 
reorganization plan. It was the subcommittee’s position that a mat- 
ter of such importance, which involves large sums of money and is 
likely to have repercussions in many areas of the country, should be 
considered by the appropriate legislative committees of the Congress. 
During the course of such consideration, the full import of the effect 
of the proposals contained in the plan can be evaluated, and a determi- 
nation may be made concerning the need for enactment of legislation 
to correct any existing deficiencies and to bring about appropriate re- 
organizations, in the event that evidence developed at such hearings 
indicates the need for legislative action. 
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2 REORGANIZATION PLAN NO. 2 OF 1956 


The committee was, therefore, in general agreement, after consider- 
ing the testimony of 12 witnesses at hearings conducted on Senate 
Resolution 291, that a reorganization of this magnitude should be 
given much more thorough deliberation by the Congress than is 
possible under the procedure provided by the Reorganization Act of 
1949, which requires affirmative action by the Congress within 60 
days after the President submits a plan, to prevent it from becoming 
effective. Furthermore, it is the committee’s conclusion that the 
Committees on Banking and Currency of both Houses of the Congress, 
which have primary jurisdiction over legislation in this field, should 
have an opportunity to examine thoroughly the provisions of such a 
reorganization affecting a large segment of the economy prior to con- 
gressional action. 

The full Committee on Government Operations voted unanimously 
to report the resolution to the Senate on June 28, 1956. 


PURPOSE OF THE PLAN AND SUMMARY OF MAJOR PROVISIONS 


Reorganization Plan No. 2 of 1956 is designed to separate the Fed- 
eral Savings and Loan Insurance Corporation from the Federal Home 
Loan Bank Board, of which it is now a part, and to establish the 
Corporation as a separate, independent agency of the Federal Govern- 
ment. It was submitted by the President on May 17, 1956, and, un- 
less disapproved, will become effective at 12:01 a. m. on July 16, 1956. 

The pending resolution of disapproval was introduced in the Senate 
on June 18, 1956 (S. Res. 291, 84th Cong.) by Senator Sparkman, for 
himself and Senators Fulbright and Capehart. 

Plan No. 2 would establish a three-member board of trustees of the 
Federal Savings and Loan Insurance Corporation, to which would be 
transferred all of the functions vested in the Federal Home Loan Bank 
Board and its chairman, with respect to directing and operating the 
Federal Savings and Loan Insurance Corporation, all of the Bank 
Board’s functions under title IV of the National Housing Act, as 
amended (these relate to insurance of savings and loan accounts), 
except the Bank Board’s function of approving the organization of 
new Federal savings and loan associations proposed by the Insurance 
Corporation to facilitate the liquidation of insured institutions. The 

lan specifically provides that the Insurance Corporation and its 
Boni of Trustees are to be separate and independent of the Bank 
Board, and that all matters under the jurisdiction of the Board of 
Trustees shall be subject to the direction and control of the President 
of the United States. 

The three-member Board of Trustees established by the plan would 
consist of the Chairman of the Federal Home Loan Bank Board, ex 
officio, and two additional members Pac by the President, sub- 
ject to Senate confirmation, who would receive annual compensation 
at the rate of $15,000. Provision is made for the retention by the 
Insurance Corporation of its present assets, liabilities, commitments, 
personnel, unexpended balances of appropriations, allocations and 
other funds available or to be made available, and for the transfer to 
the Corporation of that proportion of such items, available or to be 
made available to the Bank Board, determined by the Director of the 
Bureau of the Budget to relate primarily to the Corporation or its 
functions. 
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SECTION-BY-SECTION ANALYSIS 


Section 1 establishes a 3-member board of trustees of the Federal 
Savings and Loan Insurance Corporation, composed of the Chairman 
of the Federal Home Loan Bank Board, ex officio, and 2 additional 
members, appointed by the President, subject to Senate confirmation, 
who would receive the same annual compensation as that authorized 
for the Chairman of the Bank Board ($15,000). The President would, 
from time to time, designate the Chairman of the Corporation's 
board of trustees from among the appointive members. 

Section 2 transfers to the Corporation's board of trustees (a) all of 
the functions now vested in the Federal Home Loan Bank Board, 
including those of the Chairman thereof, with respect to directing and 
operating the Federal Savings and Loan Insurance Corporation, and 
the appointment and fixing of compensation of officers, employees, 
attorneys and agents of the Corporation; and (b) all other functions 
of the Bank Board, its members or agents, provided for in title IV of 
the National Housing Act, as amended (12 U. S. C. 1724-30) (these 
relate to insurance of savings and loan accounts). However, the 
Bank Board would retain its present function of approving the organ- 
ization of new Federal savings and loan associations proposed by the 
Corporation to facilitate the liquidation of insured institutions, under 
section 406 (a) of the National Housing Act, as amended (12 U. S. C. 

1729 (a)). 

Section 3 provides that (a) the Corporation, including its board of 
trustees, shall be separate from and independent of the Federal Home 
Loan Bank Board, exc = for the approval functions of the Bank 
Board under section 406 (a) of the National Housing Act, as amended, 
referred to in the prec so section; but this separation and independ- 
ence shall not preclude the Corporation or the Bank Board after the 
effective date of this plan, from utilizing the information services and 
facilities of the other under interagency agreements authorized or 
permitted by law; and (b) the Corporation, including its Board of 
Trustees, and all matters under the jurisdiction of the Board of 
Trustees, shall be subject to the direction and control of the President 
of the United States. 

Section 4 (a) authorizes the retention by the Corporation of all of its 
assets, liabilities, commitments, contracts, records, personnel, un- 
expended balances of appropriations, allocations, and other funds now 
available or to be made available; and (b) provides for the transfer 
to the Corporation of that proportion of such items, available or to be 
made aeaii to the Federal Home Loan Bank Board, which the 
Director of the Bureau of the Budget shall determine to relate pri- 
marily to the Corporation or its functions, including those functions 
vested in the Corporation by statute, those transferred to it by this 
reorganization plan, and those transferred to its Board of Trustees by 
this reorganization plan, such transfers to take place at such times 
as the Budget Director shall direct; and (c) authorizes such further 
measures and dispositions as the Director of the Bureau of the Budget 
shall determine to be necessary in order to effectuate the transfers 
provided for in this section, to be carried out as the Director shall 
direct and by such agencies as he shall designate. 

Section 5 ‘provides that the provisions of sections 2, 3, and 4 of the 
plan shall become effective on the first day following the day on which 
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the second of the two appointive members of the Board of Trustees 
first appointed under this plan assumes office as such member. 


BACKGROUND AND EXISTING PROCEDURES 


Federal Home Loan Bank: Board 


History.—The Federal Home Loan Bank Board was originally 
established in 1932 by section 17 of the Federal Home Loan Bank Act 
(12 U.S. C. 1437) to organize, establish, and supervise district Federal 
home loan banks. It was subsequently given the responsibility for 
chartering Federal savings and loan associations (12 U.S. C. 1464 (a)). 
As originally constituted, the Bank Board was composed of five 
members, appointed on a bipartisan basis by the President, subject to 
Senate confirmation. 

The Federal Savings and Loan Insurance Corporation was estab- 
lished by section 402 of the National Housing Act of 1934 (12 U.S. C. 
1725) and given the function of insuring the accounts of investors in 
savings and loan associations. That act also constituted the Bank 
Board as the Board of Trustees of the Insurance Corporation. 

Following a series of reorganizations, Reorganization Plan No. 3 
of 1947 created the Housing and Home Finance Agency, designed to 
group in one agency all of the housing functions of the Federal 
Government. Among other things, Plan No. 3 abolished the Federal 
Home Loan Bank Board and the Board of Trustees of the Federal 
Savings and Loan Insurance Corporation, and established a new Home 
Loan Bank Board as 1 of the constituent agencies of the Housing 
and Home Finance Agency, composed of 3 members, appointed for 
a 4-year term on a bipartisan basis by the President, subject to Senate 
confirmation. The plan transferred to this new Bank Board all of 
the functions of the old Federal Home Loan Bank Board and the 
Board of Trustees of the Federal Savings and Loan Insurance Cor- 
poration. 

Between 1947 and 1955, the Bank Board remained under the general 
supervision and coordination of the Administrator of the Housing 
and Home Finance Agency, pursuant to the provisions of Reorgan- 
ization Plan No. 3 of 1947. In August 1955 following the adoption 
of the Housing Amendments of 1955 (12 U. S. C. 1437), the Bank 
Board was made an independent agency and renamed the Federal 
Home Loan Bank Board. 

Functions and procedures.—The Federal Home Loan Bank Board’s 
major functions include (1) supervision of 11 Federal home-loan banks, 
established under the authority of the Federal Home Loan Bank Act 
(12 U. S. C. 1437); (2) chartering, supervision and examination of 
Federal savings and loan associations as authorized by the Home 
Owners’ Loan Act of 1933 (12 U.S. C. 1464); and (3) direction and 
regulation of the Federal Savings and Loan Insurance Corporation. 

Federal Home Loan Bank Board activities are financed by charges 
to savings and loan associations for services of its Examining Division 
and by assessments against institutions for which supervisory and 
other services are rendered. No appropriations from the general funds 
of the United States have been necessary, except in the early years 
for expenses incident to organizing the Federal home loan banks and 

romoting the organization of Federal savings and loan associations. 
owever, the expenses of the ‘Bank Board are limited by annual 
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congressional authorizations, despite the fact that it receives no appro- 
priated funds. For fiscal year 1954, the Congress established a limi- 
tation of $775,000 on the amount that the Bank Board was permitted 
to spend for administrative expenses, and a limitation of $2,085,000 
on the amount it was permitted to spend in the examination of 
Federal- and State-chartered institutions (67 Stat. 314). Other non- 
administrative expenses were not subject to limitations (Comptroller 
General’s Report on Audit of Home Loan Bank Board for fiscal year 
1954, H. Doc. 321, 84th Cong., pp. 4-5). 


Federal Savings and Loan Insurance Corporation 


History, functions, and procedures.— The Federal Savings and Loan 
Insurance Corporation is a wholly owned Government corporation, 
established in 1934 by section 402 (a) of the National Housing Act 
(12 U. S. C. 1725 (a)). Its basic function is to insure the accounts of 
investors in the Federal savings and loan associations and in those 
State-chartered savings and loan, building and loan, and homestead 
associations and cooperative banks which apply for insurance and 
meet the requirements of the Insurance Corporation. All savings 
and loan associations chartered by the Federal Government through 
the Home Loan Bank Board must be insured by the Insurance 
Corporation; all qualified State-chartered savings and loan and similar 
institutions may become insured by the Corporation upon their 
request and approval by the Federal Home Loan Bank Board. The 
insurable limit of each account (formerly $5,000) is now $10,000, and 
the insurance of investors’ accounts by the Corporation is similar in 
character to the insurance of deposits in commercial and mutual 
savings banks by the Federal Deposit Insurance Corporation. 

The Insurance Corporation operates under the supervision and 
direction of the Federal Home Loan Bank Board which provides 
certain administrative services, and supervises and makes examina- 
tions of insured institutions. The Corporation operates under a 
z Manager who is appointed by and reports to the Bank 

oard. 

The normal activities of the Insurance Corporation consist prin- 
cipally of underwriting insurance, billing and collecting premiums 
and investing surplus funds. In addition, the Corporation has 
certain statutory remedial powers relative to the liquidation of in- 
sured institutions. Thus, the law requires that the Corporation be 
appointed as conservator or receiver for all Federal savings and loan 
associations in default, and it may be so appointed for all other 
insured institutions. In functioning as receiver or conservator, the 
Corporation may (1) take over the assets of and operate the institu- 
tion; (2) take action necessary to put in a sound and solvent condi- 
tion; (3) merge it with another insured institution; (4) organize a 
new savings and loan association to take over its assets; or (5) liq- 
uidate its assets. It is also authorized to take steps to prevent default 
of an insured institution or to restore an insured institution in default 
to normal operation by purchasing the assets of the institution or by 
making loans or contributions to the institution. Contributions, 
however, may not exceed the estimated loss which would result to 
the Corporation from the liquidation of the insured institution. 

As of March 31, 1956, there were 3,581 insured savings and loan 
associations, with total assets of approximately $35,400 million. Of 
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these, 1,703 were insured Federal savings and loan associations, in- 
volving total assets of $20,700 million, and 1,878 were State-chartered 
associations, involving total assets of $14,700 million. It is estimated 
that the total insured share liability of the Insurance Corporation 
amounts to $29,400 million. 

The Insurance Corporation was financed originally by a capital 
stock investment from the Government of $100 million, held first by 
the Home Owners Loan Corporation, and subsequently by the Secre- 
tary of the Treasury. The Corporation is required by law to retire 
annually at par a portion of the stock equal to one-half of its net 
income for the fiscal year. As of March 31, 1956, $46,150,000 of the 
total amount had been retired, and it is expected that an additional 
$12 to $13 million will be retired by June 30, 1956, leaving a balance 
of approximately $41 million which is expected to be retired in 3 years. 
The Corporation is required to pay, in lieu of dividends, a return on 
the average amount of its outstanding capital stock each fiscal year 
at a rate determined by the Secretary of the Treasury. Between 1934 
and 1956, the Corporation has paid a total of approximately $41 
million to the Treasury as a return on its investment. Finally, the 
Corporation is authorized to borrow from the United States Treasury 
an amount which may not exceed $750 million outstanding at any 
one time, and may not borrow from any other source. This borrow- 
ing power has never been used. 

The principal sources of revenue of the Corporation are insurance 
premiums and fees paid by member institutions, interest on invest- 
ments and other miscellaneous income. Expenses and losses of the 
Corporation are charged against premiums earned, and net earnings 
are added to the insurance fund reserve, established for the protection 
of investors in insured institutions. Between June 30, 1934, and 
March 31, 1956, the Corporation had a total income of $246,396,000; 
total expenses of $9,800,000; and total losses amounting to $5,200,000. 
After deducting expenses and losses, the balance has been used to pay 
a return to the Treasury for the capital stock investment and to 
bolster the loss reserves. ‘Total earnings of the Corporation during 
the past 22 years have been estimated at $230 million, of which 
$41 million has been paid to the Treasury in lieu of dividends; the 
balance of earnings, amounting to $190 million has been transferred 
to the Corporation’s loss reserves. 


REASONS FOR SUBMISSION OF PLAN NO. 2 


The President’s message 

In his message transmitting plan No. 2, the President states that 
(1) the plan is designed to provide the Insurance Corporation with 
its own management, independent of the Federal Home Loan Bank 
Board, which accords with a recommendation of the second Commis- 
sion on Organization of the Executive Branch of the Government; 
(2) although the identity of management of the Insurance Corporation 
and the Bank Board was useful during the formative years of the 
Federal Home Loan Bank System and of the program of the Insurance 
Corporation, the time has come to separate the 2 agencies; (3) the 
financial soundness of the insurance program of the Insurance Corpo- 
ration is of major and increasing interest to the Government in view 
of the fact that under the law the Treasury may be called upon to 
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purchase up to $750 million in obligations of the Corporation and the 
volume of savings insured by the Corporation has increased nearly 
sixfold in the last 10 years and now stands at approximately $28 
billion; (4) the General Accounting Office has questioned the desir- 
ability of permitting an agency having the authority to promote and 
charter Federal savings and loan associations, required by law to be 
insured, to administer the insurance underwriting as well, and has 
recommended that the Congress consider separating the Insurance 
Corporation from the Bank Board; (5) the second Commission on 
Organization of the Executive Branch, in its report to the Congress 
on lending agencies, has stated that there should be a clear separation 
of the management of the 2 agencies; (6) the separation of the 2 
programs will enhance the quality of the management of the Corpora- 
tion, and will promote continuing public confidence in the savings 
and loan insurance program, and will better safeguard the interests 
of the Corporation and of the Treasury in minimizing the danger of 
losses arising from the contingent insurance liability; (7) the plan 
will enhance the Bank Board’s ability to carry on its primary respon- 
sibility of encouraging local thrift associations and maintaining a stable 
flow of funds for home financing by its member institutions, by reliev- 
ing the Bank Board of its present conflicting responsibility for 
administering Federal insurance of savings and loan associations. 

The President stated further that the arrangement whereby the 
Chairman of the Bank Board would serve as one of the three members 
of the proposed Board of Trustees of the Insurance Corporation is 
desirable to foster coordination of the policies of the Corporation and 
the Bank Board, and corresponds generally to the interrelationship 
of the Federal Deposit Insurance Corporation (which insures deposits 
of commercial banks), and the Comptroller of the Currency, who 
charters and supervises national banks and is a member ex officio, of 
the Board of Directors of the Deposit Insurance Corporation, but does 
not otherwise control it. 

Finally, the President states that although the plan will result in a 
modest increase in the overall operating expenses of the Corporation 
and the Bank Board, neither of which are financed from ordinary 
Government appropriations, he believes that in the long run, it will 
tend to reduce expenditures of the Government by reason of the more 
effective protection of the Government’s large financial interest in 
the affairs of the Insurance Corporation and of the institutions insured 
by the Corporation. 


Recommendations of the General Accounting Office 


From time to time, in its audit reports on the Federal Savings and 
` > 4 

Loan Insurance Corporation and the Federal Home Loan Bank Sys- 
tem, the General Accounting Office has expressed concern over the 
relationship between these two agencies. ‘The first recommendation 
with respect to this subject is found in the General Accounting Office’s 
audit report on the Insurance Corporation for fiscal years 1945 and 
1946, as follows (H. Doc. No. 660, 80th Cong., p. 4): 


We believe there is a serious question as to the desira- 
bility of permitting one agency to exercise the function of 
supervision of insurance underwriting, as well as the func- 
tions of promoting and chartering Federal savings and loan 
associations. Past experience in this respect * * * indicates 
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that the responsibilities for these functions are inherently con- 
flicting. Therefore, it is recommended that the Congress 
consider complete or partial separation of the Federal Sav- 
ings and Loans Insurance Corporation from the Home Loan 
Bank Board * * *. It may be observed that such a separa- 
tion of functions exists in the commercial banking field. 
Federal Deposit Insurance Corporation is independent of 
the Federal and State bank supervisory authorities, but 
coordination is an objective of the requirement that the 
Comptroller of the Currency be one of the members of the 
Board of Directors of the Federal Deposit Insurance 
Corporation. 


In continuing its recommendation, the General Accounting Office 
suggested the establishment of a Board of Trustees or Directors for 
the Insurance Corporation. With respect to their qualifications, the 
audit report stated: 


* * * The qualifications for Board membership should be 
expressly stated in the Corporation’s charter. Demonstrated 
ability, attachment to the public interest, impartiality, and 
diversified experience among the members are of paramount 
importance in the selection of directors. Political affiliation 
or activity should not be a consideration. 


This recommendation was repeated in a number of subsequent 
audit reports. 


Recommendations of the second Commission on Organization of the 
Executive Branch of the Government (Hoover Commission) 


As previously noted, in his transmittal message, the President made 
two references to the recommendations of the second Hoover Com- 
mission. ‘The first of these was to the effect that the objective of plan 
No. 2, in providing the Insurance Corporation with its own manage- 
ment, independent of the Bank Board, was in accord with the Com- 
mission’s recommendations; the second was a statement to the effect 
that the Commission, in its report on lending agencies, stated that 
there should be a clear separation of the management of the Bank 
Board and the Insurance Corporation. 

A careful examination of the report and recommendations of the 
second Hoover Commission reveals that in its report on lending 
agencies, the Commission made the following statement and 
recommendations: 


Inasmuch as the Home Loan Bank Board and the Federal 
Savings and Loan Insurance Corporation are closely affiliated 
and since the Bank Board establishes policy which is imple- 
mented by the Savings and Loan Insurance Corporation, 
there should be a clear separation of the management of the 
two agencies. 


Recommendation No. 4 


That no person be permitted to serve as a member of the 
Home Loan Bank Board and the Savings and Loan Insurance 
Corporation at the same time. 


An examination of plan No. 2, however, reveals that it specifically 
provides that the Chairman of the Bank Board would be, ex officio, 
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1 of the 3 members of the Board of Trustees of the Insurance Corpora- 
tion, established by the plan. Accordingly, although the objectives 
of plan No. 2 appear to be in accord with the comments of the Hoover 
Commission, since the plan purports to establish the Insurance Cor- 
poration with its own management, independent of the Bank Board, 
the provisions of the plan with respect to the composition of the 
Board of Trustees of the Insurance Corporation, appear to be directly 
contrary to recommendation No. 4 of the Commission. 

It should be noted, in this connection, that in the General Account- 
ing Office’s audit report, referred to above, it was recommended that 
the proposed Board of Trustees of the Insurance Corporation should 
include a representative of the Bank Board. However, it was also 
recommended that the Board of Trustees be composed of from 7 to 9 
members, rather than the 3 members provided for in plan No. 2. 

It should also be noted that the President’s message states as a 
justification for the inclusion of the Chairman of the Bank Board 
on the Board of Trustees of the Insurance Corporation, the desir- 
ability of fostering coordination of the policies of the Corporation and 
the Bank Board, and the fact that the Comptroller of the Currency, 
who charters and supervises national banks, is a member ex officio 
of the Federal Deposit Insurance Corporation, as pointed out earlier. 

Finally, an examination of the report and recommendations of the 
Task Force on Lending Agencies, of the second Hoover Commission, 
reveals the following recommendations: 


The Home Loan Bank Board is not a lending agency. It 
is primarily a regulatory body concerned with a specialized 
segment of the private banking and credit field and as such 
it has no common bond with Government-sponsored welfare 
or home-mortgage insurance activities. It supervises a 
system of privately owned Federal home loan banks, and 
their member institutions which are local thrift and home- 
financing institutions of the savings and loan type. Also, it 
supervises the Federal Savings and Loan Insurance Corpora- 
tion. This appears to be a natural grouping of functions 
which require no change. 


OPPOSITION TO PLAN NO. 2 


The committee is in receipt of numerous communications expressing 
opposition to plan No. 2, received directly or from offices of Members 
of the Senate. For the most part, this opposition has come from the 
United States Savings and Loan League, an organization composed 
of some 4,300 savings and loan associations, cooperative banks, home- 
stead associations and building and loan associations; from State 
savings and loan associations; and from individual savings and loan 
associations. 

The principal points of opposition to plan No. 2 are as follows: 

(1) It is directly contrary to the specific recommendations of tho 
first Hoover Commission, since it would increase the number of inde- 
pendent agencies now reporting to the President by creating a new 
independent agency, directly under the President, with a board of 
trustees charged with the performance of various functions now carried 
on by an existing agency; this would result in two agencies performing 
the work now being done by a single agency; (2) it will result in dupli- 
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cation in administrative overhead, administrative services and legal 
services, since the new agency would be required to maintain separate 
facilities and services, whereas these matters are now handled for both 
agencies by the Bank Board; it would also result in duplication in 
reports required to be filed by these agencies as well as by individual 
associations, and would require such associations to deal with 2 
agencies instead of 1; (3) as acknowledged by the President in his 
message of transmittal, it will result in increased costs, resulting from 
the establishment of a group of high-salaried officials and staffs to 
perform administrative services, which would add to the operating 
costs of the Insurance Corporation; although all of these costs are 
borne by the individual institutions covered by the Insurance Corpo- 
ration, they were not consulted in connection with the submission of 
plan No. 2; (4) the plan would be directly contrary to the recommen- 
dations of the second Hoover Commission and its Task Force on Lend- 
ing Agencies, since it provides that the Chairman of the Bank Board 
would serve as a member of the new board of trustees of the Insurance 
Corporation, and it disturbs the existing organizational arrangement 
which the task force found to be satisfactory ; (5) it is directly con- 
trary to the position taken by the executive branch and by the Presi- 
dent 1 year ago when the Housing amendments of 1955 established 
the Federal Home Loan Bank Board as an independent agency, and 
separated the Bank Board and the Insurance Corporation from the 
Housing and Home Finance Agency. At that time, in signing the bill, 
the President stated: 


I also have serious objections to the provisions of the 
bill which would create still another independent agency in 
the executive branch by detaching the Home Loan Bank 
Board, including the Federal Savings and Loan Insurance 
Corporation, from the Housing and Home Finance Agency; 


in addition, responding to a request from the chairman of the House 
Committee on Government Operations for the views of his Agency 
with respect to the recommendations of the Hoover Commission on 
Lending Agencies, the Administrator of the Housing and Home 
Finance Agency commented as follows: 


I do not agree that the Home Loan Bank Board should be 
separate and distinct from a board or other managerial body 
administering the affairs of the Federal Savings and Loan 
Insurance Corporation. Both the Home Loan Bank Board 
and the * * * Insurance Corporation are concerned with 
the operations of savings and loan associations, and the 
existence of two boards could result in conflicts of policy and 
confusion in the industry. Furthermore, such organization 
would be much less economical than the present one wherein 
the HLBB and FSLIC have common administrative services, 
utilize the services of one examining division, and accumulate 
jointly knowledge and information about the industry as a 
whole and about the operation of specific savings and loan 
associations; 


(6) although the Bank Board is required by law to be bipartisan in 
composition and its members are appointed for 4-year terms, there 
is no requirement in plan No. 2 for either bipartisan appointment of 
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members of the new Board of Trustees or for any fixed term of years. 
Thus, members would serve at the President's pleasure, and they 
might all be from the same political party. The United States 
Savings and Loan League states that failure to provide for a definite 
term of office is either illegal or contrary to congressiona] intent, since 
section 4 of the Reorganization Act of 1949, as amended, provides 
that in any reorganization plan submitted by the President, «the 
term of office shall not be fixed at a rate in excess of 4 years”; and 
(7) the present organization has worked smoothly for more than 20 
years and there has been no showing that any change is necessary or 
desirable. 


HEARINGS ON SENATE RESOLUTION 291 


Appearing in support of the resolution at public hearings on Senate 
Resolution 291 were Senator John J. Sparkman, chairman, Subcom- 
mittee on Housing, Senate Committee on Banking and Currency, for 
himself, and Senators J. William Fulbright, chairman, and Homer E. 
Capehart, ranking minority member, of that committee; Mr. Owen A. 
Kane, legislative attorney, Office of the Comptroller General, appear- 
ing for the Comptroller General; Mr. Walter W. McAllister, Chair- 
man, Federal Home Loan Bank Board; Mr. Henry A. Bubb, chairman, 
legislative committee, United States Savings and Loan League; 
Mr. W. Franklin Morrison, vice president, National Savings and 
Loan League; and Dr. Joseph F. Maloney, department of political 
philosophy, Fordham University. Statements in support of the 
resolution were submitted by Senators J. William Fulbright and 
Homer E. Capehart, supplementing the position expressed on their 
behalf by Senator Sparkman; Senator Gordon Allott; and Mr. Frank 
Muller, Jr., chairman, Federal Savings and Loan Advisory Council. 
Letters from Senators Lehman, Beall, and Morse, opposing the plan, 
were incorporated in the record. 

Appearing in opposition to Senate Resolution 291 were Mr. Percival 
F. Brundage, Director, Bureau of the Budget, and Col. Edward 
Sherman, New England director, Citizens Committee for the Hoover 
Report. 

In general, the testimony in support of the resolution embodied the 
principal points of opposition which are set forth in the preceding 
section of this report. In addition, Senators Sparkman and Cape- 
hart, and the representative of the Comptroller General, stated that 
any ‘changes which may be necessary in the existing relationships 
between the Bank Board and the Insurance Corporation should be 
the subject of careful study and analysis by the Senate Committee on 
Banking and Currency which exercises legislative jurisdiction over 
such institutions. Finally, Senator Sparkman advised the subcom- 
mittee that the Housing Subcommittee, of which he is chairman, and 
its staff, would undertake a thorough study of the organization and 
operations of the Bank Board and the Insurance Corporation during 
the recess period following adjournment of the Congress. This 
suggestion was concurred in by representatives of the savings and loan 
industry, who agreed to cooperate fully in connection with such a 
study. Mr. McAllister stated that he did not think the plan was 
“well thought out” or that “it would be in the best interest of the 
savings and loan industry to enact the plan at the present time.’ 





5 
5 
S 
5 
e 
ni 
s 
5 


12 REORGANIZATION PLAN NO. 2 OF 1956 


Witnesses testifying in opposition to the pending resolution relied 
largely upon the reasons advanced in the President's message of trans- 
mittal, etailed earlier in this report. Particular emphasis was 
placed upon the report and recommendations of the second Hoover 
Commission and of the General Accounting Office in some of its earlier 
reports, and the need for affording the maximum protection to the 
savings and loan associations and to the public. 


O 





Calendar No. 2412 


841H CoNnGRESS } SENATE REPORT 
2d Session | No. 2389 


PROVIDING FOR TRANSFER OF TITLE OF CERTAIN 
LANDS TO THE CARLSBAD IRRIGATION DISTRICT, 
NEW MEXICO 


June 29, 1956.—Ordered to be printed 


Mr. ANDERSON, from the Committee on Pnterior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany S. 3482] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (S. 3482) to provide for transfer of title of certain 
lands to the Carlsbad Irrigation District, New Mexico, having 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 


EXPLANATION OF THE BILL 


The purpose of the bill is set forth clearly in the text which reads 
as follows: 


That the Secretary of the Interior is authorized and directed 
to convey by quitclaim deed to the Carlsbad Irrigation 
District, Carlsbad, New Mexico, at no cost to the district, 
all rights, title, and interest of the United States in and to 
the following described land situated in Eddy County, State 
of New Mexico: lots 1 and 3, block 43, Stevens addition to 
the town of Eddy, now city of Carlsbad, Eddy County, 
New Mexico, located at the corner of Fox and Canal Streets 
in the city of Carlsbad, New Mexico. 


The Carlsbad project is one of the oldest and most successful 
reclamation developments in the West. The project was taken over 
by the Reclamation Service from private interests in 1906 and rehabili- 
tated at a cost of approximately $1,500,000. By 1946, the original 
indebtedness to the United States had been repaid and the Carlsbad 
Irrigation District began repaying its share of the cost of Alamagordo 
Dam on the Pecos River, which had been constructed in the latter 
1930’s for flood control and to supplement the water supply for the 
Carlsbad project. 

71006 
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Two lots specified in the bill are to be conveyed by quitelaim deed 
to the Carlsbad Irrigation District. These lots, together with the build- 
ing which has served as the project headquarters were ineluded in the 
original conveyance to the United States in 1906 when Reclamation 
took over the assets of the defunct Pecos Irrigation Co. and whatever 
cost to the Government was entailed has now been repaid. 

The Carlsbad Irrigation District in 1950 elected to rehabilitate 
the system with its own forces and funds. It plans to erect a new office 
building under its rehabilitation program and therefore must have 
title to the property. 

The district, which includes 200 irrigated farms, is to be com- 
mended for its forward-looking, self-sufficient program. 

The committee, therefore, recommends enactment of the bill into 
law. 

ComMENTs OF Executive AGENCIES 


Comments of the executive agencies are as follows: 
LETTER FROM BUREAU OF THE BUDGET 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., June 26, 1956. 
Hon. James E. MURRAY, 
Chairman, Senate Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 

My Dear Mr. Cuarrman: This is in response to vour letter of 
April 25, 1956, requesting the views of the Bureau of the Budget on 
S. 3482, a bill to provide for transfer of title of certain lands to the 
Carlsbad Irrigation District, New Mexico. 

This bill, if enacted, would direct the Secretary of the Interior to 
quitclaim the United States right, title, and interest in two lots of 
land in the city of Carlsbad to the Carlsbad Irrigation District. 
The land in question is occupied by an office building which is used 
by the district and which was not built at the expense of the United 
States. 

The Secretary of the Interior proposes to report to the chairman 
of the House Committee on Interior and Insular Affairs on H. R. 10030 
and H. R. 10061, bills identical to S. 3482, indicating that the property 
to be transferred by this legislation originally belonged to the Pecos 
Water Users’ Association and was included among properties trans- 
ferred to the United States as security for repayment of the cost of 
irrigation works. In 1932 obligations of the Pecos Water Users’ 
Association were assumed by the Carlsbad Irrigation District. The 
Department of the Interior, by letter of June 11, 1947, informed the 
district that the contract of May 19, 1906, for which the property 
was security, was paid in full. 

Information furnished by staff of the Department of the Interior 
subsequent to receipt of the proposed report leads us to believe that 
these properties are desirable for business development and, should 
one of the bills be enacted, the Carlsbad Irrigation District will sell 
the properties. The district plans to use funds derived from this 
sale to acquire land outside the city of Carlsbad, N. Mex., and 
erect a new operation and maintenance headquarters. Should the 
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Carlsbad Irrigation District use the proceeds as tentatively planned 
the Federal Government would be relieved of possible future action to 
furnish these facilities for the district on a reimbursable basis. 
In view of the above, we would not object to enactment of the bill. 
Sincerely yours, 
RosBerT E. MERRIAM, 
Assistant to the Director. 





LETTER FROM DEPARTMENT OF THE INTERIOR 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., June 28, 1956. 
Hon. James E. MURRAY, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington 25, D. C. 

My DEAR SENATOR MURRAY: An expression of the views of the 
Department has been requested on S. 3482, a bill to provide for trans- 
fer of title of certain lands to the Carlsbad Irrigation District, N. Mex. 

This bill, if enacted, would direct the Secretary of the Interior to 
quitclaim the United States right, title, and interest in two lots of 
land in the city of Carlsbad to the Carlsbad Irrigation District. The 
land in question is occupied by an office building which is used by the 
district and which was not built at the expense of the United States. 

On May 19, 1906, the Pecos Water Users’ Association contracted 
with the United States for the construction of irrigation works on the 
Pecos River. This action was preceded by a warranty deed, dated 
December 18, 1905, transferring title to the United States to proper- 
ties of the water users’ association as security for repayment of the 
cost of project irrigation works. Included in this deed was property 
described as follows: 

“Lots 1 and 3 in block 43 in the Stephens addition to the town of 
Carlsbad (formerly called Eddy) * * *. The grounds occupied by 
its headquarters building at Carlsbad and the buildings thereon.” 

At the time of this deed the district headquarters, a two-story 
brick office building, was relatively new. 

By contract dated November 14, 1932, the Carlsbad Irrigation 
District assumed the obligation of the Pecos Water Users’ Association 
and under the provisions of the Omnibus Adjustment Act of May 25, 
1926, the contract established the district’s obligation at $1,537,862. 
By letter of June 11, 1947, the Secretary of the Interior declared that 
the district’s obligation under the 1932 contract had been paid in full. 

On January 16, 1936, the Carlsbad Irrigation District entered into 
a contract for the repayment of the costs of the Alamogordo Reservoir 
and lesser works. The repayment obligation under the contract, as 
amended, was $2,600,000. The district started repayment under this 
contract in 1946 and has kept payments current. 

The brick office building, located on lots 1 and 3, has served as 
headquarters for the water users’ organization since its construction 
about 1900. Some space has been rented for retail businesses and 
some upstairs rooms for offices. 

The building is in poor condition due to settling of foundation and 
the cracking and deterioration of the brick walls. As early as 1940 
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it was determined that rehabilitation of the structure was impractical 
and that it should be removed. Due to the unsafe and unsightly 
condition of the building it is impossible to secure lessees for the space 
not used by the district. 

In view of the circumstances in which the United States obtained 
title to the property, there is no occasion for us to object to the 
provision of the bill that calls for the conveyance to be made without 
consideration. 

We recommend that S. 3482 be enacted. 

The Bureau of the Budget has advised that there would be no 
objection to the submission of this report to your committee. 

Sincerely yours, 
FRED G. AANDAHL, 
Assistant Secretary of the Interior 


O 
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CIVILIAN ATOMIC POWER ACCELERATION PROGRAM 





JuNE 29, 1956.—Ordered to be printed 


Mr. ANDERSON, from the Joint Committee on Atomic Energy, 
submitted the following 


REPORT 


[To accompany S. 4146 and H. R. 12061] 


The Joint Committee on Atomic Energy, having considered S. 2725, 
H. R. 10805; and other proposals to accelerate the civilian atomic 
power program, do report out S. 4146 and H. R. 12061, original 
committee bills, to provide for an acceleration of the civilian atomic 
power demonstration program and recommend the bill do pass. 

The bill provides that the accelerated atomic power demonstration 
program be conducted by the Atomic Energy Commission under the 
research and development provisions of section 31 of the 1954 act, 
and be supplementary to other reactor development programs and 
projects authorized under the act. The large-scale protytype reactors 
are to be constructed under contract at AEC production sites and the 
electric energy generated is to be used by the Commission in connection 
with the operation of its production facilities. 

In addition to the accelerated program of large-scale power reactors, 
the bill directs the Commission to develop reactor designs which show 
promise of significant advances in reactor technology and to construct 
under private contract as soon as practicable smaller prototype power 
reactors which utilize such advanced concepts. An earlier draft of 
the bill provided that the smaller prototype reactors should be between 
10,000 and 20,000 kilowatts, but the maximum was raised at the 
request of the Atomic Energy Commission. The committee intends, 
however, that the Commission should give special consideration of 
reactors in the 10,000 to 20,000 kilowatt range. Although the bill 
permits the Commission discretion in locating these small-scale 
power reactors, it is expected that they will be situated at AEC 
production, testing, and laboratory sites in the same manner as AEC 
locates its present small-scale reactors, and the electricity generated 
will be used by the Commission. 

Finally, the bill fixes responsibility in the Atomic Energy Com- 
mission for the conduct of a vigorous program of cooperation and 
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assistance abroad with respect to the design, construction, and opera- 
tion of power reactors. 

Total amount authorized by the bill for both domestic and foreign 
activities under this program is $400 million. 


BACKGROUND 


The first dream of achieving an abundant production of electrical 
energy from atomic power began in the years 1939 and 1940 shortly 
after the public announcement of the discovery of the fissioning of 
uranium and the release of enormous quantities ‘of energy. 

The first step in the direction of atomic power occ urred under con- 
ditions of wartime secrecy when the first nuclear chain reaction in the 
uranium graphite pile was achieved by Fermi, Zinn, Anderson, et al., 
under the west stands at Stagg Field at the University of Chicago in 
1942. The practical basis for large-scale atomic power production 
was established when the Hanford reactors were placed into operation 
in 1944 for the production of plutonium and the incidental release of 
large quantities of heat which might some day be usable to make steam 
for powering turbines to make electricity. 

Although “the Atomic Ene rgy Act of 1946 had as a principal aim the 
peacetime development of atomic energy under civilian control, world 
conditions were such that continued emphasis on the de velopme nt of 
weapons and the production of fissionable material for such weapons 
was determined to be necessary. However, in 1949, due in part to 
encouragement by the Joint Committee, the Atomic Energy Com- 
mission established a Reactor Development Division and began to 
concentrate to a greater extent upon the development of reactors which 
would one day provide atomic power. 

Under this program the first production of electricity from a nuclear 
reactor was achieved in December 1951 by the experimental breeder 
reactor (EBRI) designed by Dr. Walter H. Zinn, and constructed and 
operated by the Argonne National Laboratory. 

As industrial interest in atomic power began to increase, and with 
the encouragement of the Joint Committee, the possibilities of large- 
scale atomic power began to appear to be more of a reality. In 1953 
the Mark I prototype for the Nautilus went into operation at the 
Arco testing site. That same year the Commission initiated the 
design and construction of the first prototype atomic powerplant for 
the ‘production of electricity known as the pressurized water reactor 
(PWR) for construction by the Westinghouse Electric Corp. under 
Government cost-type contract with generation facilities to be pro- 
vided by the Duquesne Power Co. at its own expense. Both aban 
types were under the technical super vision of Adm. Hyman Rickover 
Chief Naval Reactor Branch, AEC Reactor Dev elopment Division. 

In 1954 a number of pilot plant programs were in various stages of 
organization and development at AEC laboratories. At this time 
under the auspices of the Joint Committee the power reactor develop- 
ment program was inaugurated. This program provided for much of 
the Commission’s pilot plant reactor development and laid the basis 
for large-scale prototype development and demonstration. 

During this period, 1953-54, proposals to amend the Atomic 
Energy Act to permit greater private participation in the program 
primarily by means of private ownership of reactor facilities under 
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license and the lease of materials were considered. The resulting 
Atomic Energy Act of 1954 provided the basis for such increased 
private participation in the program. However, the act of 1954 
recognized that continued Government support of the program would 
be necessary. 


COMMITTEE REVIEW OF REACTOR PROGRAMS 


As indicated in the preceding section, the Joint Committee has been 
interested in the reactor development program of the Commission from 
the outset. Thus, in its 1949 report, the committee said: 


* * * it believes that reactor development should proceed 
with all possible speed, and disappointment therefore follows 
from reflection that, in 2% years, the Commission has not 
broken ground on a single new-type high-power reactor. 


In its 1951 report the committee, while more optimistic concerning 
progress in the reactor program, stated: 

The committee also renews its 1949 recommendation, particu- 
larly as regards thorium breeders and plutonium production 
reactors of the future, that “reactor development * * * pro- 
ceed with all possible speed.” 

The committee’s action in advancing the reactor development 
program in 1953 and 1954 has already been referred to. 

Since the enactment of the Atomic Energy Act in 1954, the Joint 
Committee has paid particular consideration to the status of the 
civilian atomic energy program. ‘This review was facilitated by sec- 
tion 202 of the 1954 act which provides as follows: 


During the first 60 days of each session of the Congress, the 
Joint Committee shall conduct hearings in either open or ex- 
ecutive session for the purpose of receiving information con- 
cerning the development, growth, and state of the atomic 
energy industry. 

During the Ist session of the 84th Congress, these statutory hear- 
ings were conducted and a full report received from the Atomic 
Energy Commission and industrial participants. In addition the 
Joint Committee or one of its subcommittees has had some phase of 
the peacetime program under study continuously during this 2-year 
period. 

From the late spring of 1955, until January of 1956, the Panel on 
the Impact of the Peaceful Uses of Atomic Energy—a special citizens 
panel appointed by the committee—studied the peacetime program. 
The panel ' reported to the committee in January 1956. 

In August of 1955, members of the Joint Committee were observers 
at the International Conference on the Peaceful Uses of Atomic 
Energy at Geneva, Switzerland, and had an opportunity to observe 
developments of other nations in the world. 

During the 2d session of the 84th Congress, in February and March 
1956, the committee conducted statutory hearings on the development, 
growth, and state of the atomic energy industry, and in addition heard 
comments from the Commission and industrial witnesses on the 
report of the McKinney panel. 


' Robert ee Chairman, Ernest R. Breech, George R. Brown, Sutherland ©, Dows, John R. 
Dunning, Frank M, Folsom, T. Keith Glennan, Samuel B. Morris, Walter P. Reuther. 
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COMMITTEE CONSIDERATION OF PROPOSALS TO ACCELERATE ATOMIC 
POWER PROGRAM 


Since the enactment of the Atomic Energy Act of 1954, the Com- 
mission has relied primarily upon private, cooperative, and publicly 
owned utilities and Madata concerns to sponsor the prototype 
development and demonstration of the practical utilization of atomic 
energy for the production of electrical energy. The position of the 
Commission as stated in a letter to the Joint Committee on Atomic 
Energy, dated May 18, 1956, was as follows: 


The Commission takes the view that while it must take 
the lead and carry most of the burden of developing nuclear 
power reactor technology, industry should take the initiative 
and assume the major responsibility for full-scale prototype 
reactors. Some Government financial and technical support, 
may, of course, be needed, but the direction and level Mf this 
support should remain flexible to meet the needs of particular 
situations and stages of development. 


The scope and extent of industrial response to this policy has 
been the subject of considerable discussion, and as a result there 
have been proposals to accelerate the Commission’s atomic power 
programs. The subject was first examined in the McKinney panel 
study. In July 1955, S. 2725 was introduced by Senator Albert 
Gore, which would provide for 6 large-scale nuclear reactors situated 
in 6 geographical regions of the United States. In a statement during 
the Commission’s section 202 hearings in February 1956, AEC Com- 
missioner Thomas E. Murray made a proposal for construction of 
both domestic and foreign reactors to produce 2 million kilowatts of 
electricity by 1960. 

In its program to encourage private industry participation, the 
Commission has to date authorized 8 prototype projects: 1 Govern- 
ment-directed project at Shippingport, Pa.; 3 under the first-round 
demonstration program; 2 under the second-round demonstration 
program; and 2 by construction permit under the licensing provisions 
under the 1954 act. Total estimated installed capacity by 1960 
under these projects, as described by the Commission, would amount 
to taAa 721,000 kilowatts and total estimated plant cost 
(part Government, and part private) would amount under AEC 
estimates to approximately $261,309,000, as shown on the chart I 
which follows. As for the projects planned but not yet authorized, 
the Commission submitted charts during the hearings which referred 
to an additional 5 small-scale projects and one large-scale project 
planned, with an additional estimated installed capacity of 228,000 
kilowatts by 1962, at a cost not yet estimated, making a total estimated 
capacity of 949,000 kilowatts planned by 1962, under these AEC 
figures. 

The Joint Committee scheduled hearings in May of 1956 on pro- 
posals to accelerate the atomic energy program, including S. 2725 
introduced by Senator Gore. These hearings immediately followed 
hearings on legislation to encourage the private development of atomic 
energy by providing for Government indemnity to supplement private 
insurance against reactor hazards. Other possible roadblocks to 
private atomic energy development were considered. As a result, 
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the Joint Committee on Atomic Energy reported out S. 4112 providing 

for a Government-indemnity program. The committee is also 

considering S. 2643, which would permit industrial companies to 

ae in atomic power = on development projects without 
"a subject to the Public Utility Holding a, Act. 

The hearings on S. 2725, which lasted for 5 full days, gave the com- 
mittee an opportunity to consider all points of view as to whether the 
atomic power program should be accelerated. There were 545 pages 
of hearings, 44 witnesses testified, and 23 statements were submitted 
for the record. In addition, some 40 responses from potential con- 
tractors for reactor prototypes were received. 

After the hearings, the Joint Committee met in several formal and 
informal sessions to consider successive drafts of legislation to accom- 
plish the committee’s objectives. When the draft legislation was 
sufficiently advanced, the Atomic Energy Commission was invited to 
appear on June 25 to offer comments. A later session on a further 
revised committee draft was held on June 28, which is being printed 
as a committee hearing. On June 29, the Joint Committee reported 
the committee draft favorably. 

In its deliberations, the committee has been concerned, among 
other things, with four main questions: 

(1) Is the design and construction of large-scale prototype demon- 
stration reactors necessary or desirable (a) for the advancement of 
atomic power technology? (6) for maintaining world leadership in 
atomic power development? 

(2) What is the status of the current AEC demonstration program 
and license projects? 

(3) Are there additional reactor types or concepts which should be 
developed through the prototype stage? 

(4) Are there means available by which additional reactor projects 
could be constructed as a part of an acceleration program? 


I. (a) Are large-scale prototypes necessary for the advancement of atomic 
power technology? 

It was the general consensus of all witnesses, and of the committee, 
that the design and construction of large-scale demonstration proto- 
types is necessary for the advancement of atomic-power technology. 

his view was stated by the Atomic Energy Commission in its letter 
of May 18, 1956, setting forth its position on S. 2725, as follows: 


As a general proposition, the Commission recognizes that 
construction of full-scale prototype nuclear powerplants is a 
necessary and vitally important step in the development of 
economically competitive nuclear power. It also recognizes 
that the construction and operation of such prototypes must 
be subsidized by Government or industry or both inasmuch as 
such plants are not likely, at this stage of the art, to be 
economical, 


This view was also taken by the committee’s technical consultant, 
Dr. W. H. Zinn (see appendix I) and by Dr. Henry D. Smyth, former 
AEC Commissioner, in his testimony. In this connection, Dr. Smyth 
stated as follows: 

I see no way of assuring an adequate and well-rounded 
rogram of reactor development and construction without 
overnment leadership. The Atomic Energy Commission 








3 
5 
5 
> 


CIVILIAN ATOMIC POWER ACCELERATION PROGRAM 


should be ready to build promising types of reactors that for 
one reason or another do not attract private capital. The 
Commission must not only conduct research and build re- 
actors of experimental size, but it must also build full-scale 
power-producing reactors when necessary to fill gaps in the 
national program. 


The various witnesses recommending an accelerated program empha- 
sized the need for prototype experience. Witnesses from industry 
conceded the need for prototype experience. 


(b) Are prototype plants necessary to maintain world leadership in 
atomic-power technology? 

During the hearings it was brought out that although the United 
States has the lead in atomic-power technology, the United Kingdom 
and Soviet Russia are making great strides in achieving actual operat- 
ing experience with prototype and commercial atomic powerplants. 

Thus, in England the first full-scale commercial production of 
electric power from dual-purpose plants is Sadul to begin in 
October 1956. The second reactor in this first phase will be completed 
in 1957-58. Construction will begin in late 1960 or 1961 on the second 
phase in the British nuclear-power program, which will be aimed 
primarily at electric power production, with 2 million kilowatts 
planned by 1965, at an estimated total cost to the Government of 
$600 to $700 million. 

The Soviet Union has a more ambitious program, both in terms of 
variety of reactor concept and total number of plants and kilowatts 
produced. According to the statement of the Soviet spokesman, 
Dr. Ivan V. Kurchatov, and other Soviet announcements, the Russians 
expect to have between 2 million kilowatts and 2,500,000 kilowatts 
by 1960, with considerable capacity coming into operation in late 1958. 
The reactor concepts being developed, according to Dr. Kurchatov, 
include the following: 

1. “Water-moderated and cooled thermal and epithermal 200,000 
kilowatt reactors”; 

2. “Graphite-moderated steam and water-cooled reactors” of the 
type used at the existing 5,000 kilowatt U. S. S. R. station; 

3. “A heterogeneous heavy water-moderated and gas-cooled re- 
actor” ; 

4. “A unit with a water-moderated thermal reactor and a turbine 
operated by slightly radioactive steam fed directly from the re- 
actor”; 

5. “A homogeneous heavy water-moderated thermal-breeder re- 
actor, with the U**~TH*® cycle”; 

6. "A thermal graphite-moderated and sodium-cooled reactor”; 

7. “A fast sodium-cooled breeder reactor with the P,**=U** cycle.” 

Based on Soviet achievements in other aspects of atomic energy 
development, and in other technological fields, there is no reason to 
believe the Russians cannot achieve their goal provided they give it 
top priority. 

Ding the hearings no witnesses advocated that the United States 
expand and accelerate its atomic power program merely to compete 
with foreign countries in quantitative kilowatt-power production. 
A number of witnesses, however, indicated that in order to maintain 
world leadership in atomic power technology, it is necessary to obtain 
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practical experience in developing, constructing, and operating large- 
scale power reactors of a number of different types. 

Several industrial representatives, while stating that the achieve- 
ment of economic power in this country requires no greater effort, 
indicated that such an effort may be justified in order to maintain 
United States leadership. 

The committee concluded that the maintenance of United States 
world leadership does require the development, construction, and 
operation of a variety of large-scale prototype atomic powerplants. 

Since it is conceded that prototype demonstration plants are neces- 
sary, the next question is whether under present plans and programs 
such experience will be provided. 

II. The status of the current AEC demonstration program and licensee 
projects 

The status of AEC demonstration programs and licensee projects 
was discussed extensively during the hearings, and varying appraisals 
were given as to the alleged progress or lag in the programs and proj- 
ects. A listing of the projects and the status of their development 
was summarized by the AEC Director of Reactor Development in the 
current hearings as follows: 


At the present time no concepts have reached the com- 
mercial phase and only one prototype reactor—the pres- 
surized water reactor at Shippingport, dee actually under 
construction. Plans are reasonably firm for seven other 
yrototype reactors, including 5 large-scale: Yankee Atomie 
Llectric, Consolidated Edison, Commonwealth Edison, Con- 
sumers Public Power District of Nebraska, and Power 
Reactor Development Co.; and 2 small-scale: Rural Co- 
operative Power Associates of Elk River and Wolverine 
Rural Cooperative. These plants should be completed by 
1960 or 1961 if the plans go into effect. 


During the hearings the AEC Chairman expressed greater optimism 
as to the success of the programs, and the Director of Reactor De- 
velopment indicated that he expected the proposed schedules to be 
met. 

Chart I following summarizes the salient features of the current 
prototype reactor projects. More details are contained in the hearings. 
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Cuart I 






Prototype power reactor plants proposed 





Esti- 























Elec- mated 
Program and company Location Type z | aa | comple- 
watts | date 
A. First-round demonstration pro- | | 
i. Yankee Atomic Electric | Rowe, Mass.......| PWR!........| 134,000 Ss. 500, 000 1959-60 
2. Consumers Public Power 








Helum, Nebr... .. “a - 75, 000 | 24, 300, 000 | 1959 
graphite. | 
Monroe, Mich....| Fast breeder 100, 000 | 45, 000, 000 ; 1960 


| | 


District. 
3. Detroit Edison Group... 
B. Second-round demonstration 
program. ? 


| 
erative. | homoge- | | 












1. Wolverine Electric Coop- | Hersey, Mich..... Aqueous 10, 000 | 3, 574,000 | 1960 
| neous. | 
2. Rural Cooperative Power | Elk River, Minn..| Boiling water. 22,000 | 6,185,000 | 1060 
Association. i | j 
C. License program: | | 
1, Consolidated Edison Co. .| mową Point, PWR Feewene--| 140, 000 | 55,000,000 | 1960 
2. Commonwealth Edison | Dresden, II....... | Boiling water.| 180,000 | 45,000,000 | 1960 
Group. j | | | 
D. saati program: | | | | 
1. Venere & Duquesne | Shippingport, Pa.| PWR !........ 60, 000 347,750,000 | 1957 
ight Co. | | | 











Tianan Kw | oncenenquaqanguecensicncccesneneneans | 721, 000 261, 309, 000 | 
i 





1 PWR means “Pressurized Water Reactor.” 
2 5 other proposals under second round demonstration program submitted but not yet approved by AEO 
as basis for negotiation. 
* Of this amount, all but $15,000,000 to be furnished by the Government. 










Without in any way disparaging the efforts of the private groups, 
the committee is inclined to the view that in order to protect stock- 
holders’ investments, these groups must go about the program in a 
cautious manner. This view was well stated by Dr. Smyth as follows: 


Private industry must necessarily be concerned with im- 
mediate costs as well as with ultimate development. When 
a novel type of reactor is chosen and announced by private 
industry, there may be a temptation to minimize risk by a 
long period of preliminary research. It seems to me inevi- 
table that as more and more reactors are built for the pro- 
duction of power by private utility systems, the tendency 
will be to build types of reactors already tested in practice, 
if such types give power at costs comparable with the aver- 
age power costs of the systems. You will note that in the 
proposals already before the Commission there is a pre- 
ponderance of pressurized, light water reactors. I believe 
that most experts would say that such reactors are not the 
reactors of the future. 


The committee has concluded that assuming that the private grenpe 
achieve their goals and schedules, the current program should be 
expanded and accelerated. It is noted that the private investment 
in the neighborhood of $300 million over a 5-year period is less than 
1.6 percent of the total capital outlay of $18 billion for conventional 
electric-power facilities for the same 5-year period. Viewed in this 
light a further Government investment of an equal amount in research 
and demonstration would not appear to be out of line. Any further 
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Government investment in such an accelerated program must be 
based on the need for additional reactor concepts to be constructed, 
as discussed in the next section. 


III. Are there additional reactor types or concepts which should be 
developed and demonstrated through the prototype stage? 


The committee considered at great length the question of whether 
there were additional reactor types or concepts which should be 
developed and constructed if the program were to be expanded and 
accelerated. In this consideration the committee was greatly assisted 
by its technical consultant, Dr. W. H. Zinn. 

Without limiting the range of reactor types to be considered, the 
committee is of the opinion that the following types should be par- 
ticularly considered for prototype development and construction 
under aa accelerated program: 

. Gas-cooled reactors. 
2. Hanford-type reactor (graphite moderated, ordinary water- 
cooled). 
3. Heavy water (D,O) reactors. 
4. Aqueous homogeneous reactors. 
5. Liquid-metal cooled thermal reactors. 

These types of reactors are described at greater length, together 
with a listing of their advantages and disadvantages, in a statement 
prepared by Dr. Zinn and attached as appendix H 


IV. Are there means and methods available for accelerating the atomic 
power program? 

Testimony before the committee indicates that the method of 
administration of its power demonstration program leaves the choice 
of reactor concept, and the direction, sc kodóiog: and expediting of the 
project almost wholly with the private, cooperative, or publicly owned 
utility sponsoring the project. The schedules for the design and 
construction of these projects allow for 5 or more years to completion. 

In testifying before the committee, the Commission indicated that 
where a private, cooperative, or public power group did not make a 
proposal on a reactor concept deemed dotendp by the Commission, 
after full advertising and consideration of proposals, the Commission 
itself would undertake such a project, presumably by contract. 

Chart II, following, sets forth the status of arrangements under the 
power demonstration program. 
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Cuart II 
CHRONOLOGY OF AEC Power DEMONSTRATION REACTOR PROGRAM 


I. First round 
Announced January 10, 1955. 
Proposals to be submitted by April 1, 1955. 


Consumers Public | 
Yankee Atomic Power District | Detroit Edison 
Electric Group; of Nebraska; | Group; fast 
| PWR, 75,000 sodium graph-| breeder, 100,000 
| kilowatts ite, 75,000 kilo- kilowatts. 
watts 


(1) (2) 


A. Proposal submitted By Apr. 1, 1955 By Apr. 1, 1955 By Apr. 1, 1955, 

B. Revised proposal submitted....... Aug. 26, 1955.. Aug. 26, 1955 

C. Approved by AEC as basis for negotia- Feb. 9, 1956... Oct. 24, 1955 June 26, 1955. 
tion. 

D. Date of contract....... ico June 6, 1956 


II. Second round 


Announced September 21, 1955. 

Proposals to be submitted by February 1, 1956. 

A. Proposals submitted: 

(1) Rural Co-op Power Association, Elk River, Minn. (BWR 
22,000 kilowatts). 

(2) Wolverine Electric Co-op, Hersey, Mich. (aqueous 
homogeneous, 10,000 kilowatts). 

(3) Chugach Electric Association, Anchorage, Alaska, and 
Nuclear Development Corporation of America (sodium cooled, 
beavy water, 10,000 kilowatts). 

(4) City of Holyoke Gas & Electric Department, Holyoke, 
Mass. (gas-cooled, 15,000 kilowatts). 

(5) City of Orlando, Fla. (liquid metal fuel, 25,000-—40,000 
kilowatts). 

(6) City of Piqua, Ohio (organic moderated, 12,500 kilowatts). 

(7) University of Florida, Gainesville, Fla. (PWR, 2,000 
kilowatts). 

B. Proposals approved by AEC as a basis for negotiation: 

(1) Rural Co-op Power Association, Elk River, Minn. April 
19, 1956. 

(2) Wolverine Electric Co-op, Hersey, Mich. April 19, 1956. 

C. No contracts to date. 

It was brought out in the hearings that the Commission has con- 
structed large-scale reactor projects on a fast schedule under cost-type 
contracts with industrial firms. Thus the Savannah River reactors 
were built and put in operation in 3% years from date of authorization. 
The first full-scale power reactor at Shippingport is being constructed 
on a 4-year schedule. 

The committee has noted that a number of qualified contractors 
with experience in the atomic-energy field have indicated a readiness 
to undertake responsibility for a prototype demonstration project. 

The committee concludes that the acceleration program authorized 
by S. 4146 should be undertaken by the Commission under its regular 
cost-type contractual arrangements with qualified industrial com- 
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panies, equipment manufactureres, or general contractors. Under 
such arrangements the Commission would be responsible for the 
overall direction, scheduling and review of performance, with the 
contractor responsible for getting the job done on a fast schedule. 
In general, it would be expected that the projects would be adminis- 
tered in the manner described for development and production con- 
tracts in the Ninth Semiannual Report of the AEC, and which have 
been so successful in large-scale reactor development and production 
projects. 

It is hoped that in making its arrangements for such projects, 
particularly the smaller projects, the Commission will utilize small 
and medium-sized contractors either in prime or subcontractor relation- 
ships. 

It should be understood that this program is entirely supplementary 
to, and is in no way intended to curtail, the existing programs and 
projects of the Commission. On the contrary it is believed that the 
prototypes developed and constructed should prove of great benefit 
to the current AEC programs and to the private, cooperative, and 
publicly owned utilities and equipment companies who are interested 
in obtaining practical working experience with prototype reactors. 


SECTION BY SECTION ANALYSIS 


Section 241 (a) sets forth the purposes of the bill as follows: To 
encourage the continued development of atomic power technology by 
the construction of additional prototype demonstration reactors; to 
achieve economic atomic power as rapidly as practicable; and to ad- 
vance the spirit of the International Atomic Energy Agency, and the 
atoms-for-peace plan. 

Section 241 (a) declares it to be the policy of the United States to 
accelerate the civilian atomic-energy program and assure our world 
leadership in the atomic-power field by the construction of additional 
demonstration prototype reactors at the maximum rate consistent 
with the state of the development of the art. 

Section 241 (b) provides that the program is to be carried out under 
the provisions of section 31 of the 1954 act which directs the Com- 
mission to exercise its powers to insure the continued conduct of re- 
search and development activity in the peacetime uses of atomic 
energy. Section 31 which deals with research and development is to 
be contrasted with the licensing sections of the act (secs. 103 and 104) 
which provide for licensing of activities to be undertaken and directed 
by persons other than the Commission. This subsection makes clear 
that the accelerated program is supplementary to other AEC pro- 
grams, such as the power-demonstration program, and pilot-plant 
reactor program. It is the intent of the committee that the programs 
be administered in such a manner as not to divert funds from one 
program to the other, and that the administrative methods remain 
separate and distinct. 

Section 242 (a) (1) of the bill authorizes and directs the Commission 
to proceed with the construction under contract of large-scale power 
reactor prototype demonstration facilities. The actual design, con- 
struction, and manufacturing of the prototypes would be done under 
contract to the Atomic Energy Commission as described in the pre- 
ceding discussion. ‘The reactors would be of a size presently under 
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consideration for plants designed to generate electric energy in indus- 
trial and commercial quantities. 

Section 242 (a) (2) provides that the selection of the design for any 
particular reactor shall be made on the basis of a determination by 
the Commission that the development, construction, and operation 
of the facility offers promise of making a contribution to the advance 
of the art and technology of the large-scale production of atomic 

ower in the form of electricity in commercial or industrial quantities. 
‘he committee is of the opinion that supplementary criteria for 
consideration by the Commission in the selection of specific designs 
should include, but not be limited to, the following: 


(a) Reactor designs which do not duplicate specific designs for 
large-scale reactors for which construction permits have been 
issued to private, cooperative, or publicly owned groups; 

(6) Reactor concepts, particularly concepts utilizing high tem- 
peratures, for which it is determined that practical power reactor 
experience in the United States is desirable. 

(c) Reactor concepts which represent a variation on existing 
reactor technology developed for the production of special 
nuclear material. 


The committee is of the opinion that specific designs meeting the 
above criteria could be found under the five reactor concepts listed 
in part IIJ and in appendix 1. It should be clear, however, that the 
Commission is not restricted to these supplementary criteria or 
reactor concepts. 

The large-scale power reactor demonstration facilities authorized in 
this section (subsec. 242a (3)) are to be constructed at the sites of 
major production facilities operated by or on behalf of the Atomic 
Energy Commission and the electric energy generated is to be used 
by the Commission in connection with the operation of such facilities. 
This provision recognizes that each of the major production facilities 
of the Commission are users of large quantities of electric power 
presently obtained under contract from private companies and 
publicly owned suppliers. 

Section 242 (b) directs the Commission to proceed with the devel- 
opment of smaller scale reactors designed for the advancement of 
reactor technology. It is contemplated under this section that the 
demonstration prototypes will be of the minimal size necessary to 
demonstrate the principle involved and would normally have a 
capacity of from 10,000 to 20,000 kilowatts, and in any event not to 
exceed 50,000 kilowatts capacity. They would utilize novel concepts 
and would be constructed under contract with private industry. 
These facilities are expected to be located at AEC production, testing, 
and laboratory sites, with the power absorbed at those sites. 

In the event it becomes necessary due to the production of significant 
quantities of electricity either of an intermittent or firm nature by the 
reactors provided for in sections 242a and 242b of this bill, it is recog- 
nized that the Commission may enter into negotiations to make 
necessary adjustments in existing contracts. While this bill does not 
contemplate commercial sales of electric power by the Commission, 
it is understood that the Commission may, in negotiations with its 
suppliers of electric power, provide for the interchange of its own 
reactor generated power into the transmission systems of the suppliers 
if such be necessary in the best interests of the Government. 
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Section 242 (e) gives the Atomic Energy Commission the responsi- 
bility for conducting a vigorous program of international atomic 
energy cooperation and assistance in the design, construction, and 
operation of power reactors. 

Section 242 (d) authorizes the Commission to construct, own, and 
operate supporting facilities necessary for the projects initiated in this 
bill. This authorization recognizes that reactor facilities require fuel 
processing and reprocessing plants as well as other supporting facilities. 

Section 242 (e) requires the Commission to report to the Joint Com- 
mittee on Atomic Enirey quarterly, beginning January 1, 1957, on 
the progress of this acceleration program. 

Section 242 (e) also carries the authorization required by section 261 
of the Atomic Energy Act of 1954 under which the acquisition, con- 
struction, or expansion of any plant or facility must be authorized 
by Congress. In this regard, $400 million is authorized for appropria- 
tion to finance this program over a 5-year period. This figure is a 
general overall estimate, and is subject to refinement as engineering 
estimates are developed on particular projects. 


APPENDIX I 
STATEMENT PREPARED BY DR. W. H. ZINN, JUNE 23, 1956 
REACTOR TYPES 


There is no generally accepted definition of what is meant by 
«reactor type.” Sometimes reactor type refers to the particular 
moderator which is used, sometimes it refers to the average velocity 
of the neutrons which promote the nuclear reaction, and sometimes 
it refers to the coolant which is used. Because nuclear reactors may 
be designed with and constructed from quite a number of basic ma- 
terials, variety of type regardless of definition is quite large. In the 
paragraphs which follow, no attempt is made to establish a systematic 
classification of reactors nor is any attempt made to evolve a concrete 
definition for the phrase “reactor type.” Instead, the more likely 
coolants and moderators are discussed in combinations for which 
the reactor literature shows there has been at least some design work. 
The discussion is confined to reactors in which sufficient moderator 
is used to bring the neutron speed to a value which is in equilibrium 
with the moderator. These are so-called thermal neutron reactors. 

As has been indicated, nuclear reactors may be designed and con- 
structed from many basic materials. For example, in considering the 
thermal reactor concept, the moderators light water, i. e., ordinary 
water, heavy water, graphite, and beryllium are possible. Both 
forms of water, at least 6 gases, and 3 metals are available as coolants. 
With considerable development, other fluids such as oil may become 
practical as coolants. When consideration is given to the fuel materials 
and the manner in whicb they may be conditioned for use, a wide 
variety of reactor designs may be evolved. The worldwide experience 
to date does not indicate that any particular type or any particular 
design is the best. It is not expected that the reactor types having 
superior performance for power generation can be identified until much 
more operating experience is available. The generation of electrical 
power places demands on the powerplant for continuity of operation 
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which is expected of few other enterprises. Until the performance of 
nuclear powerplants as part of the day-by-day operation of power 

networks has been demonstrated, any advantage or disadvantage with 
respect to continuity of operation only can be estimated. It is this 
experience which will give each type the severest test. Technologists 
who have had experience with nuclear reactors,not for power but for 
other purposes are generally very optimistic that the nuclear reactor 
will turn out to be a reliable and steady source of energy. This 
optimism must be realized in fact because nuclear powerplants with 
their higher capital costs must be base load plants and, therefore, must 
provide a very high percentage of on-the-line time. 

Nuclear reactors of certain types, which ultimately might produce 
machines of superior performance in a power network might never 
come into existence simply because they were not tried out on a 
substantial scale sufficiently early in the nuclear power development 
program. Since it will take actual commercial experience, and on a 
fairly large scale, to demonstrate the real usefulness of a power 
reactor, a machine which is very late in arriving at that stage of test 
may find the going very tough in the face of competing machines, 
which may be “technologically poorer but which happen to have the 
benefit of large-scale use. Therefore, if it is desirable or necessary 
now to expand the power reactor development program in a manner 
which expands the number of reactor types under test, it is clear that 
this program should include types not yet programed for tests on a 
large scale. 

No one reactor type contains all of the potentially important 
features of reactor design. Some of the more important features of 
reactor design which are worthwhile putting to test by power reactor 
construction are the following: 

High temperature coolants, especially those requiring low 
pressure systems. 
Moderators and coolants giving the maximum neutron 
economy and allowing use of natural uranium fuel. 
3. Systems which offer major simplification of the fuel fabrica- 
tion and process cycle. 
4. Systems which exploit the experience gained in the special 
nuclear materials production program. 

The following sections contain descriptions, along with advantages 
and disadvantages, of some reactor types which could be given added 
emphasis in an expanding development program for power reactors. 


1. Gas-cooled reactors 

The title ‘‘Gas-cooled reactors” indicates a very generalized type of 
reactor. The more probable moderating materials for such a reactor 
are the solid moderators—graphite, beryllium oxide, and beryllium 
metal. Moderation is not limited to the solid moderators, for design 
studies have been made using heavy water. The gases which may be 
used as coolants are He, CO., CO, Ho, No, or air. Of these, He and 
CO, are more commonly considered. The construction of gas-cooled 
reactors using solid moderators may be made either using the “tank” 
or the “tube” design. In the tank design of construction, the coolant 
and moderator zones operate under essentially the same pressure 
conditions. The pressure in the reactor is contained by a tank. 
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In the tube design of construction, the coolant operating pressure is 
contained within a system of parallel pressure tubes. In this case, 
the moderator may be at a much different pressure. If the liquid 
moderator, D,O, is used, the tube type of construction may be the 
only choice. 

The tank and tube designs represent design and construction prob- 
lems of a different nature. Problems in the tank design frequently 
fall on the pressure vessel manufacturer. Many designs require 
heavy-walled vessels having both size of vessel and size of access 
holes to the fuel which are beyond the manufacturer’s construction 
experience. The tube design problems rest more on the designer to 
cleverly arrange the pressure-containing fuel tubes into cross con- 
nection chambers or plenums on both sides of the moderator section. 

Two choices are available for the method of generation of electrical 
power in a gas-cooled-reactor system. The first choice is to generate 
steam with the hot gases from the reactor and use the steam to drive 
conventional turbogenerator equipment. When it is possible to 
achieve gas temperatures of 1200° F., or preferably higher, it is then 
possible to consider putting the hot reactor gas directly to a gas 
turbine. This temperature limit is set by considerations of the effi- 
ciency of converting the heat energy to electrical energy. As tempera- 
tures increase, the efficiency of the direct gas turbine cycle equals 
that of the steam cycle. 

The advantages of the gas-cooled reactor are: 

(a) It is possible to achieve high temperatures with a moderate 
coolant pressure. 

(b) Most of the gases considered are quite good from the stand- 
point of low neutron absorption and chemical inertness. Among 
the gases, helium is quite outstanding for low neutron absorption 
and is completely inert from a chemical standpoint. Also, 
among the gas coolants, helium has good heat transfer character- 
istics. 

(c) The choice of materials of construction for many portions 
of the gas-cooled-reactor system is broad due to the chemical 
inertness of the coolants. 

The gas-cooled reactors have the following disadvantages: 

(a) Gases, in general, are poor heat-transfer mediums. The 
heat capacity of gases is low. This can have a major influence 
on the design when considering provisions for accommodating 
for loss of coolant. 

(b) Due to the poor heat-removal characteristics of gas coolant, 
fuel cannot be worked as hard as can be achieved in liquid-cooled 
systems. 

(c) At the present time, a gas-cooled reactor in large sizes 
(over 100 electrical megawatts) probably can use only the steam 
turbine cycle, since gas turbines have a size limitation. A means 
of overcoming this current size limitation is to operate the gas 
system at very high pressures (1,000 p. s.i.). The high-pressure 
system destroys one of the major advantages of using gas. 

(d) The construction of a gas system using a liquid moderator 
is expecially difficult for the moderator must be both physically 
and thermally separated from the coolant. 
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2. Hanford-type reactors 

The Hanford-type reactor is really a rather specific design of a 
) usbicsanoderetwi reactor. This design or type is ene aean pift ea 
ecause of the large-scale construction and operating experience of 
these reactors. The reactor is water-cooled. The “tube” design is 
used. In a Hanford-type power reactor, the primary cooling water 
would transfer the heat picked up in the reactor to boiling water con- 
tained in a secondary system. The steam formed in the secondary 
system would, in turn, be fed to turbogenerators. It is possible to 
adapt the Hanford design to take advantage of the boiling water 
reactor studies now underway. The reactor heat in this case would 
be removed in the form of steam, and this steam could be fed directly 
to the turbines. 

The advantages of the Hanford-type reactor are— 

(a) This reactor has, by far, the largest amount of design, 
poar and operating experience of any reactor type in ex- 
istence. The operating characteristics of the current production 
models may not be markedly different from those of a power 
reactor. 

The disadvantages of the Hanford-type reactor are: 

(a) As with most water-cooled reactor systems, the fuel prob- 
lem is large. Water is quite corrosive to most forms of fuel. 

(b) In a nonboiling version of a Hanford reactor, a high-pres- 
sure coolant system is required to suppress boiling within the 
reactor. Operating pressures of at least 1,000 psi are required 
in the primary cooling system if a reasonable overall cycle eff- 
ciency is to be achieved. 

(c) This type of reactor appears to be worthwhile only in very 
large sizes. This is a disadvantage only if a reactor type must 
be developed for a very wide range of power outputs. 


8. D0 reactors 

The heavy water reactor is again a generalized type of reactor. 
When the name is used to describe a type, its meaning is that the 
heavy water is used as a moderator. Many designs use heavy water 
as the coolant, however this is not a necessary feature for designs have 
been prepared in which a gas, light water, or a liquid metal have been 
used. The Canadian NRX reactor is a D,O-moderated, H;0-cooled 
machine. If H:O is used as the coolant, the reactor heat may be 
absorbed either in the liquid water or in formation of steam within 
the reactor. “Tank” or “tube” design constructions are possible 
among the various designs. When both moderator and coolant are 
heavy water, either design may be used. The “tube” type construc- 
tion must be used for all other coolants. 

The advantages of the heavy-water reactor are— 

(a) This reactor has the best neutron economy of any of the 
reactors. With such a system, it is possible to use natural 
uranium as fuel and irradiate this fuel to quite high burnup. 

(b) The production reactors at the Savannah River site repre- 
sent large-scale experience in design, engineering, construction, 
and operation of large, heavy-water systems. 

(c) The D,O-moderated reactors have an advantage over other 
thermal reactors in the matter of ease of control. The average 
time between successive generations of neutrons is longer in a 
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heavy-water reactor than in other types; consequently, the 
allowable time to bring a reactor under control is also longer. 
The disadvantages of the heavy-water reactor are— 

(a) Heavy water is quite costly, which is an economic penalty 
not only because of the basie cost of the material but possibly 
because of the added construction cost due to the high degree 
of leakproof construction required. 

(b) The coolant system is under relatively high pressures in 
comparison with liquid metal systems or even some of the gas 
reactors proposed. 

(c) The “tank” design for the large, heavy-water reactors using 
natural uranium fuel requires a very large pressure vessel. The 
size required is beyond the construction experience of manu- 
facturers 


4. Aqueous homogeneous reactors 

This is a somewhat generalized type of reactor. The large size 
reactors will have the fuel in a heavy-water solution or suspension. 
In a single region reactor, a large spherical pressure vessel forms the 
reactor and the fuel fluid is pumped through. The heat of the 
nuclear reaction which takes place in this spherical vessel is removed 
in boilers located reasonably close to the reactor vessel. The steam, 
in turn, goes to the turbogenerators. 

A second type of reactor is the two-region reactor. This uses two 
concentric spherical vessels. A highly enriched fuel solution is 
pumped through the inner vessel and a solution or suspension of a 
fertile material is pumped through the annular space between the 
vessels. The heat from the nuclear reactions in these 2 streams is 
removed in the same fashion as in the 1-region reactor. 

The advantage of the aqueous homogeneous reactors is— 

(a) The handling of fuel is potentially simpler than in hetero- 
geneous (solid-fueled) reactors. Fuel fabrication is essentially 
eliminated. Since the fuel is in fluid form, reactor shutdowns 
are not required for discharging irradiated fuel and charging 
fresh fuel. And, finally, the fluid fuel form may simplify the 
processing of irradiated fuels. 

The disadvantages of the aqueous homogeneous reactor are: 

(a) The fuel solutions used are quite corrosive so that the 
choice of materials for construction is limited. The problem can 
be somewhat alleviated by using fuel solutions having a low 
concentration of salts in solution. Because of the corrosive 
nature of the fuel, the homogeneous reactor requires extensive 
operating experience to prove its long-term reliability. 

(b) Due to the corrosive and highly active characteristics of 
the fuel solution, the highest integrity is demanded of the equip- 
ment. 

(c) The portion of the coolant circuit external to the reactor is 
highly radioactive and must be heavily shielded. 


5. Liquid metal-cooled thermal reactors 


The liquid metal-cooled reactors represent another of the general- 
ized reactor types. The more probable moderators are the solid 
varieties, i. e., graphite, beryllium, and beryllium oxide. However, 
heavy water as a moderator has been proposed both in this country 
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and in foreign countries. The metals which may be used as coolants 
are sodium, sodium-potassium alloy, bismuth, and lead. The sodium- 
potassium alloy and lead are not as commonly considered; the former 
because of poor nuclear properties and the latter because of its rela- 
tively high melting point. Both the “tank” and the “tube” designs 
are possible when using liquid metal coolants. The tank design is 
being used for the current design and construction of the graphite- 
moderated, sodium-cooled reactor. This basic design is also pro- 
posed for the liquid metal, homogeneous reactor. A ‘‘tube’’ design 
would be DADIS by adapting the Hanford reactor to use sodium as 
the coolant. Many varieties of fuel may be used in these reactors. 
The varities range from the solid forms to the solution forms used for 
the liquid metal homogeneous. 

In most liquid metal-cooled proposals, the primary coolant, which 
is highly radioactive, transfers its heat to a secondary liquid metal 
system. The heat absorbed in the secondary system is transferred to 
steam in a system consisting of water preheaters, boilers, and super- 
heaters. The steam would be sent to conventional turbogenerators. 

The advantages which may be found among the wide variety of 
liquid metal-cooled reactors are— 

(a) High temperatures may be obtained with a very minimum 
pressure in the reactor cooling system. These high temperatures 
are capable of generating steam having characteristics comparable 
to those existing in the modern fossil-fuel generating plants. 

(b) Liquid metals are excellent heat-transfer media. Sodium 
is dowi good and is a low-cost material in adequate supply. 

(c) The liquid metal homogeneous reactors have the same fuel 
cycle advantages which exist for the aqueous homogeneous. 

The disadvantages of the liquid metal systems are— 

(a) The primary coolants become quite radioactive so that the 
portion of the cooling system external to the reactor must be 
heavily shielded. 

(b) Commercially available graphite may be poisoned and 
may react chemically with some of the coolants at high tempera- 
ture levels. Consequently, the graphite may require special 
protection. 

(c) Bismuth, at present, is not in large supply. Unless new 
supplies were made available only a limited amount of reactor 
power could be generated using this coolant. 

(d) The liquid metal homogeneous reactors are the most un- 
developed of all types discussed and need a great deal of research 
in materials of construction and require operating experience to 
prove their reliability. 


Economics of nuclear power reactors 

Power reactors are not developed to a degree which allows firm 
estimates of the power production costs. Cost estimates for power 
produced by reactors located at and utilizing fabrication and process 
facilities at a production site have been made. Such studies always 
have included a credit for the byproduct nuclear materials which are 
produced. The cost of power from such an operation is strongly 
dependent upon the sale price assumed for the byproduct materials 
Since the only customer e the byproduct materials is the Govern- 
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ment, the power cost is determined by Government policy with respect 
to the price of byproduct material. Such evaluations therefore are 
not easily applied to a power only operation. 

Since the power reactor industry is not developed, it is unwise to 
issue great claims for the economic advantages of one reactor type 
over another. Rather, at the present time, it is well to assess only 
the potential competitive status of nuclear power. The choice of a 
specific reactor type and design by commercial builders and operators 
will probably be based more on which reactor features have the most 
development background and operating experience than on any cost 
analysis. 

In current open literature, it is possible to find power reactor cost 
estimates ranging from $225 to $325 per kilowatt of capability in 
plants having net capabilities of 22 to 225 megawatts. Using 12 to 
15 percent annual fixed charges, as is used in private utilities, and an 
80 percent load factor, these capital costs represent 4 to 7 mills per 
kilowatt-hour. ‘The fuel costs are currently more vague than are the 
capital costs. Fuel element designs, fabricating materials and 
methods, and processing techniques are in a highly developmental 
stage. Estimates' indicate that the fuel cost in large reactors will 
be in the range 2.5 to 5 mills per kilowatt-hour. These are not 
first-round reactors, but reactors built after operating experience has 
been gained on the first-round reactors. 

With probable operating and maintenance costs of 1 to 1.5 mills 
per kilowatt-hour, a total power production cost of 8 to 12 mills per 
kilowatt-hour is not unreasonable to expect from a second round of 
large power reactors. The following table from the McGraw-Hill 
reference ' illustrates the level of confidence which is shown for the 
nuclear power industry. 


Power reactor electrical production costs, mills per kilowatt-hour 


| “Near-future | “More-distant 
| reactors” (future reactors” 





Fixed charges: | | 
CEE. .bbcabnicednbchbnebnbeustectushbeschaponsustusscdemesewevene 4.8- 6.4 | 3.2 
FO GERE aoi oko GG BOO 1.0- 2.5 „5 
Fuel fabrication and separation 1.2- 1.7 +3 
VOODOO JADNNOD. dowo ori tów aa wik a ów ÓĆ š 0.0- .4 —.3 
ODEON IONS świ GGOGOA GR GRACE O OGG CA 1.0- 1.5 „5 
TONE deoc oaz Gai aÓ nn Gi ÓŃ CG 8.0-12.5 


| 4.4 


The costs in this table include no element of research and develop- 
ment, nor is escalation considered. The headings ‘‘Near-future” imply 
about 10 years, the “More-distant future’ about 25 years. These 
figures may be compared with an average cost of 6 to 7 mills per 
kilowatt-hour from current United States private utilities using 
fossil-fueled plants. The very best, large generating stations now 
being built or planned for locations in the heart of the coal region are 
expected to produce power at 3.5 mills per kilowatt-hour.? It is seen 
that the nuclear power industry is expected to become competitive 
with the best. 


! Nuclear Engineering Handbook, McGraw-Hill Book Co. (to be published), 
3 The Geography of Aluminum Changes Again, “Business Week”, June 16, 1956, pp. 88-108. 
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To reach the predicted competitive position, advances are required 
in reactor technology, in the fabrication of fuel and separations of 
irradiated fuel into the fission products and residual fertile and 
fissionable material. 

It is very probable that these advances cannot be realized without 
actual commercial experience in operating nuclear powerplants. 
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AMENDING SECTION 406 OF THE FEDERAL FOOD, DRUG, 
AND COSMETIC ACT RELATING TO THE ARTIFICIAL 
COLORING OF ORANGES 


JUNE 29, 1956.—Ordered to be printed 


Mr. Murray, from the Committee on Labor and Public Welfare, 
submitted the following 


REPORT 


[To accompany H. R. 7732] 


The Committee on Labor and Public Welfare, to whom was re- 
ferred the bil! (H. R. 7732), to amend section 406 of the Federal Food, 
Drug, and Cosmetic Act (Public Law 717, 75th Cong.), as amended, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to permit the orange industry to continue 
for a maximum period of 3 years (until March 1, 1959) the long-estab- 
lished practice of artificially coloring with a coal-tar color designated 
as “FD&C Red 32” oranges which are ripe but whose skins do not 
have the characteristic orange color. The standards of maturity 
which such oranges must meet are established by the law of the States 
in which the oranges are grown. 

This practice has become an economic necessity for a major segment 
of the orange industry, since large quantities of oranges grown in 
Florida and Texas would meet with strong consumer resistance if 
they are not artificially colored. Oranges so colored are plainly 
stamped “color added” so that the buying public is fully apprised of 
this fact. 

The Food and Drug Administration does not object to the enact- 
ment of the bill. 

The need for this legislation arises because the only coal-tar color 
suitable for coloring oranges (F. D. & C. Red 32) has been stricken from 
the approved list by the Food and Drug Administration. The 
Administration, after public hearing, concluded that this particular 
coal-tar color was not harmless but was toxic, and that under present 

71006 








5 


2 AMEND FEDERAL FOOD, DRUG, AND COSMETIC ACT 


law the Administration could not list this color as “harmless and suit- 
able for use in food” although the Administration testified before- the 
committee that the scientific evidence so far available does not estab- 
lish any likelihood of injury to man from use of this color on the 
exterior of oranges at the levels of use presently employed. 

The bill further provides that the continued authority to use F. D. & 
C. Red 32 is limited to oranges which are not intended for processing 
with the exception of oranges designated by the trade as “packing- 
house elimination.” The latter term is understood by the industry to 
mean oranges originally not intendel for processing but which are 
sent to processing plants after they have been colored because for 
some reason they are not considered suitable for sale as raw fruit. 

F. D. & C. Red 32 was introduced for the purpose of coloring in the 
midthirties. This color was first placed on the approved list early 
in 1939 and has been certified since that time for food use. Prior to 
certification, use of this color on oranges was permitted under a special 
— of section 402 (c) of the Federal Food, Drug, and Cosmetic 

ct. 

The order of the Secretary of Health, Education, and Welfare 
removing this color and two other coal-tar colors from the approved 
list was published on November 16, 1955. 

Under existing law (sec. 402 (c) of the Federal Food, Drug, and 
Cosmetic Act), a food bearing a coal-tar color is adulterated unless the 
color is from a certified batch. The Department is authorized to 
list only those coal-tar colors “which are harmless and suitable for 
use in food,” and to “provide for the certification of such [listed] 
colors with or without harmless diluents.” 

The order of the Secretary was based on the Department's con- 
clusion, reached after a public hearing and on the basis of a public 
record and detailed findings of fact, that FD&C Red 32 was not a 
harmless color, but a toxic one, and hence was not eligible for listing 
and certification under the law. 

The effect of this order is to ban as an adulterated food color-added 
oranges. 

The order of November 16, 1955, has been attacked in three courts 
of appeals: (1) The Certified Coal Tar Color Industry Committee 
petitioned for review of the entire order in the second circuit, and the 
case is pending before the court; (2) Eli Lilly & Co. petitioned for 
review in the seventh circuit seeking to set the order aside as it affects 
use of the colors in drug products; and (3) Florida and Texas 
orange growers petitioned for review in the Court of Appeals for the 
Fifth Cireuit challenging the order insofar as it prevents use of Red 
32 for coloring the skins of oranges. In this case the Government and 
the petitioners agreed to an order to maintain the status quo, the 
effect of which is to permit continued certification and use of Red 32 
in coloring mature oranges for a temporary period until the case can 
be argued and decided. 

Since the color is an economic necessity and since, according to 
the testimony of the Food and Drug Administration, the evidence so 
far available does not establish any likelihood of injury to man from 
the minute amount of this coal-tar color which might find its way into 
man’s diet from his use of colored oranges, the committee believes 
that temporary legislation should be enacted to permit continued use 
of the color for coloring the skin of mature oranges generally not 
intended for processing. 
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However, the committee concluded that this legislation should be 
limited to a maximum period of 3 years. This will allow time for the 
necessary scientific studies in the development of a harmless synthetic 
color. The committee received testimony that these studies are well 
underway and promise to yield good results. The bill, as amended, 
will also allow time for the further exploration of the toxicity of FD&C 
Red 32. Before a final conclusion about the precise toxicity of 
this color can be drawn, it is necessary to conduct comprehensive, 
scientific studies of chronic toxicity with ‘laboratory animals over 
their life span. This will involve feeding tests at levels relating 
to the quantities of the color that might enter man’s diet from his 
consumption of colored oranges. Such tests and studies will require 
approximately 3 years and the industry is expected to make these 
studies during this period. 

Inasmuch as the judicial proceedings referred to above have not 
as yet been concluded, the committee wants to make it clear that if it 
is finally judicially determined that the Secretary of the Department 
of Health, Education, and Welfare already has the power to certify 
FD&C Red No. 32 for use on the exterior of oranges, the instant 
legislation is not intended to limit or modify that power. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (new matter is printed in italic, 
existing law in which no change is proposed is shown in roman): 


SECTION 402 (c) OF THE FEDERAL FOOD, DRuG, AND COSMETIC ACT, 
AS AMENDED 


ADULTERATED FOOD 


Sec. 402. A food shall be deemed to be adulterated—(a) * * * 
* = * * + E x 


(e) If it bears or contains a coal-tar color other than one from a 
batch that has been certified in accordanck with regulations as pro- 
vided by section 406: Provided, That this paragraph shall not apply 
to citrus fruit bearing or containing a coal-tar color if application for 
listing of such color has been made under this Act and such application 
has not been acted on by the Secretary, if such color was commonly 
used prior to the enactment of this Act for the purpose of coloring 
citrus fruit: Provided further, That this paragraph shall not apply to 
oranges meeting minimum maturity standards established by or under the 
laws of the States in which the oranges were grown and not intended for 
processing (other than oranges designated by the trade as “‘packinghouse 
elimination”), the skins of which have been colored at any time prior to 
March 1, 1959, with the coal-tar color certified prior to the enactment of 
this proviso as FD&C Red 32, or certified after such enactment as 
External D&C Red 14 in accordance with 21 Code of Federal Regulations, 
Part 9: And provided further, That the preceding proviso shall have no 
further effect if prior to March 1, 1959, another coal-tar color suitable 
for coloring oranges is listed under section 406. 


O 
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AMENDING SECTION 4 (a) OF THE VOCATIONAL 
REHABILITATION ACT, AS AMENDED 





JuNE 29, 1956.—Ordered to be printed 





Mr. Hitt, from the Committee on Labor and Public Welfare, sub- 
mitted the following 


REPORT 


[To accompany S. 3875] 


The Committee on Labor and Public Welfare, to whom was re- 
ferred the bill (S. 3875) to amend section 4 (a) of the Vocational Re- 
habilitation Act, as amended, having considered the same, report 
favorably thereon, without amendment, and recommend that the bill 
do pass. 

EXPLANATION 


S. 3875 simply extends until June 30, 1957 the authority of the 
Secretary of the Department of Health, Education, and Welfare to 
make grants directly to State vocational rehabilitation agencies or to 
nonprofit agencies which develop cooperative projects with State 
rehabilitation agencies involving the planning, preparing, and ini- 
tiating of an expansion of vocational rehabilitation programs in the 
State. 

The committee believes that this l-year extension of existing 
authority is necessary if we are to realize the objectives sought by the 
Congress when it granted that authority in 1954. Subsequent to the 
approval of the Vocational Rehabilitation Amendments of 1954, the 
1955 Supplemental Appropriation Act, which required grantees under 
this program to match each $2 of Federal funds with 1 non-Federal 
dollar, was passed. This requirement necessitated a delay in the 
issuance of instructions for project applications and a further delay 
in the submission of applications for grants while the prospective 
grantees undertook to raise the matching funds. Consequently, and 
because of this unavoidable timelag in the initiation of the program, 
the committee believes that the 1-year extension of authority provided 
for in S. 3875 is essential if the goals sought by the Congress in 1954 
are to be attained. 
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The committee is pleased to report that this program has already 
iven great impetus to the development of programs designed to re- 
abilitate the handicapped and that this stimulus is being felt through- 

out the Nation. As the report of the Department of Health, Educa- 
tion, and Welfare, which is set forth below, makes clear, in the past 
16 months 49 States and Territories have projects underway based 
upon this section of the act. We agree with the Department’s 
statement that section 4 (a) (2) of the Vocational Rehabilitation Act, 
as amended, “has made a substantial contribution to the vocational 
rehabilitation program” and we believe that this provision of the 
act which authorizes the direct matching of nonpublic funds to de- 
velop and expand rehabilitation services and facilities for the handi- 
capped should remain in effect at least through June 30, 1957. 


DEPARTMENTAL REPORT 


The report of the Department of Health, Education, and Welfare 
on S, 3875 is as follows: 


DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE, 
June 28, 1956, 
Hon. Lister Hitt, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington, D. C. 

Dear Mr. Cuairman: This letter is in response to your request of 
May 18, 1956, for a report on S. 3875, a bill to amend section 4 (a) 
of the Vocational Rehabilitation Act, as amended. 

This bill would amend section 4 (a) (2) of the Vocational Rehabili- 
tation Act by extending authority to June 30, 1957, for grants for 
planning, preparing for, and initiating a substantial nationwide 
expansion of vocational rehabilitation programs in the States. Under 
the present authority, which expires June 30, 1956, grants may be 
made directly either to State vocational rehabilitation agencies or to 
nonprofit agencies which develop cooperative expansion projects with 
State rehabilitation agencies, The 1955 supplemental appropriation 
act (Public Law 663, 83d Cong.) and the 1956 appropriation act 
(Public Law 195, 84th Cong.) required that not more than $2 of the 
funds made available under section 4 (a) (2) should be expended for 
anv project for each $1 that the grantee, or the grantee and the State, 
«xponds for the same purpose. 

«he Vocational Rehabilitation Act was approved August 3, 1954, 
and the 1955 supplemental appropriation act became effective Au- 
vust 18, 1954. Information on Federal funds available for expansion 
projects and instructions for project applications were issued to the 
States on October 14, 1954. Since projects then had to be formulated 
and developed, few expansion projects during fiscal 1955 got under 
way until the last 6 months of the fiscal year. Because of the in- 
evitable timelag in the initiation of the expansion project program 
the objectives of this authorization will not be fully | by 
June 30, 1956. 

The importance and significance of section 4 (a) (2)—particularly 
of its acceptance by the States and nonprofit community agencies, 
and the great „a that acceptance has given to the rehabilitation 
program across the country—is evidenced by the fact that during the 
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past 16 months grants have been made for 139 expansion projects 
in 49 States and Territories, totaling $1,769,541. 

Grants totaling $336,001 were made to State vocational rehabilita- 
tion agencies in support of 28 expansion projects. The majority of 
these expansion projects enabled the State rehabilitation agencies to 
add staff for specialized activities and to purchase rehabilitation 
services for a greater number of disabled persons. 

Grants totaling $1,433,540 were made to community nonprofit 
organizations for partial support of 111 expansion projects kodów 
in cooperation with State rehabilitation agencies. The nonprofit 
organizations contributed upward of $700,000 toward the expansion 
of rehabilitation services and facilities for disabled persons in the 
States. 

The value of the expansion-project program under section 4 (a) (2) 
in strengthening and expanding community resources and increasing 
their involvement in the national-rehabilitation program is further 
illustrated by the variety of expansion projects and the many types 
of voluntary organizations which are participating in them. For 
example, expansion grants were made to 19 Goodwill Industries to 
enlarge their workshops to substantially increase employment oppor- 
tunities for severely disabled persons. Local units of the National 
Society for Crippled Children and Adults and United Cerebral Palsy 
participated in 17 expansion projects to enlarge community rehabil- 
itation centers and specialized services for the severely disabled. 
Fifteen community affiliates of the American Hearing Society and 
other nonprofit groups were able to initiate or enlarge speech and 
hearing clinics to provide needed services for more persons. A total 
of 17 nonprofit organizations participated in the expansion of rehabil- 
itation services for the blind. Grants were made to these and various 
other community nonprofit organizations to expand 40 rehabilitation 
centers end to enlarge 38 sheltered workshops. 

Experience in the administration of section 4 (a) (2) expansion 
grants demonstrates that many nonprofit groups and organizations are 
prepared and willing to pool their financial resources, their skills and 
their experience with those of the Federal and State Governments to 
extend rehabilitation services to more disabled persons in the com- 
munity and the State. The voluntary agencies are a vital and inte- 
gral part of the rehabilitation potential of the Nation. 

Section 4 (a) (2) has afforded the States sufficient administrative 
flexibility to develop the interest of voluntary groups in a nationwide 
expansion of our rehabilitation resources and programs. No other 
provision of the Vocational Rehabilitation Act authorizes direct 
matching of nonpublic funds to develop and expand rehabilitation 
services and facilities for the handicapped. 

From the foregoing, it is apparent that section 4 (a) (2) has made a 
substantial contribution to the vocational rehabilitation program. 
Thus, the original concept behind section 4 (a) (2) appears to have been 
thoroughly sound. The question posed by S. 3875 is whether the 
mead of 4 (a) (2), which was originally conceived solely as a 2-year 
po. should be extended at least temporarily. Although it is our 

elief that the major focus of the vocational rehabilitation program 
should always be toward the State rehabilitation agencies, we are 
considering the possible inclusion in the Department’s legislative 
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program for next year a recommendation for a temporary continua- 
tion of section 4 (a) (2). However, we have no final recommendation 
for the committee at this time. 

In the event that the committee should desire to report favorably 
on S. 3875, the committee may also wish to consider including ap- 
propriate matching requirements in the substantive legislation, rather 
than in appropriations language. 

The Bureau of the Budget advises that it perceives nu objection 
the submission of this report to your committee. 

Sincerely yours, 
M. B. Fousom, Secretary. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed it shown in roman): 


VOCATIONAL REHABILITATION Act, AS AMENDED 


= ~ - = = 
GRANTS FOR SPECIAL PROJECTS 


Sec. 4. (a) From the sums available therefor for any fiscal year, 
the Secretary shall make grants to States and public and other non- 
profit organizations and agencies (1) for paying part of the cost of 
projects for research, demonstrations, training, and traineeships, and 
projects for the establishment of special facilities and services, which, 
in the judgment of the Secretary, hold promise of making a substantial 
contribution to the solution of vocational rehabilitation problems com- 
mon to all or several States, and (2) for planning, preparing for, and 
initiating, during the fiscal year ending June 30, 1955, [and the fiscal 
year ending June 30, 1956,] and the fiscal years ending June 30, 1956, 
and June 30, 1957, a substantial nationwide expansion of vocational 
rehabilitation programs in the States. No grant shall be made under 
clause (1) or clause (2) of this subsection for furnishing to an indi- 
vidual any one course of study extending for a period in excess of two 
years. Any grant of funds under this subsection which will be used 
for direct services to physically handicapped individuals or for estab- 
lishing facilities which will render direct services to such individuals 
must have the prior approval of the appropriate State agency. 


O 
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WAR-RISK HAZARD AND DETENTION BENEFITS 


JUNE 29, 1956.—Ordered to be printed 


Mr. HiL, from the Committee on Labor and Public Welfare, 
submitted the following 


REPORT 


[To accompany H. R. 11802] 


The Committee on Labor and Public Welfare, to whom was re- 
ferred the bill (H. R. 11802) to continue the effectiveness of the act 
of December 2, 1942, as amended, and the act of July 28, 1945, as 
amended, relating to war-risk hazard and detention benefits until 
July 1, 1957, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 


PURPOSE 


The purpose of this bill is to extend for a period of 1 year, to July 1, 
1957, the provisions contained in two temporary statutes presently 
in force. The first of these is Public Law 784, 77th Congress (56 Stat. 
1028; 42 U. S. C. 1701-1706, 1711-1717 (1952 ed.)), which provides 
for compensation benefits for certain employees of the United States 
vr of contractors with the United States for injury or death proxi- 
mately resulting from a war-risk hazard as defined therein. The 
second statute is section 5 (b) of Public Law 161, 79th Congress 
(59 Stat. 505; 5 U. S. C. 801 (1952 ed.)), which extends the Federal 
Employees’ Compensation Act, as amended (39 Stat. 742 (1916), 63 
Stat. 854 (1949); 5 U. S. C. 751 ff. (1952 ed.)), to provide workmen’s 
compensation benefits to Federal civilian employees who suffer injury 
or death during a period of detention by an enemy force. As the 
appended executive communication from the Department of the 
Army representing the Department of Defense indicates, legislation 
of this type has been in effect since World War II and is essential to 
effective recruitment of competent civilian personnel for vital overseas 
employment. 
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DESCRIPTION OF PUBLIC LAW 784, 77TH CONGRESS, AS AMENDED 


This statute provides compensation for injury, death, or capture of 
certain persons employed outside the country by the United States 
directly or by contractors of the United States when the injury is 
caused by a war-risk hazard. The types of military and enemy action 
constituting war-risk hazards are specified in detail in section 201 
(42 U. S. C. see. 1711 (1952 ed.)), of the act. The significance of 
this legislation is that such employees who are vietimized by a war-risk 
hazard are eligible for compensation even though at the time of their 
injury they were not actually engaged in the course of their employ- 
ment. Also, if such employees are captured by enemy forces, these 
laws provide compensation payments to dependents during enemy 
detention. This legislation was enacted in 1942 to compensate retro- 
actively for the many cases of personal injury and death of em- 
ployees of Government contractors, particularly at Pearl Harbor 
Guam, Wake Island, and the Philippines, and to provide for future 
similar tragedies. As wartime legislation, it was effective until 1952 
and has been extended from year to year since then. Pending de- 
velopment of permanent legislation, H. R. 11802 extends this tem- 
porary legislation to July 1, 1957, 
















DESCRIPTION OF SECTION 5 (B) OF PUBLIC LAW 161, 79TH CONGRESS, 
AS AMENDED (59 STAT. 505, 5 U. S. C., SEC. 801 (1952 ED.)) 



















This legislation applies to employees of the United States whose 
employment requires that they work and temporarily live great 
distances from their permanent residences. It extends the benefits 
of the Federal Employees’ Compensation Act to such employees if 
they are captured by the enemy and are injured or killed while under 
enemy detention, whether or not at the time of capture they were 
engaged in the course of their employment. This provision was first 
enacted in 1945, continued as wartime legislation until 1952, has 
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ia been extended from year to year since then and is extended to July 1, 
O 1957, by H. R. 11802. 

t NEED FOR EXTENSION OF ACTS 

~ 
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These provisions for the protection of employees working abroad 
or at great distances from their permanent residences are an essential 
part of the Government's overseas operations. As indicated in the 
executive communication appended hereto, there has been presented 
to Congress permanent legislation dealing with war-risk hazards to 
civilian employees. ‘This legislation has been introduced in two bills, 
H. R. 9258 and H. R. 11652. Hearings in the House Judiciary Com- 
mittee on these bills indicated that the proposed permanent legislation 
makes significant changes in the temporary legislation and will re- 
quire extensive and careful consideration by Congress. In view of the 
fact that the temporary legislation expires in less than a week, the 
Committee favorably reports H. R. 11802 so that present protections 
will be available pending full consideration of the proposed permanent 
legislation. 
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EXECUTIVE COMMUNICATION 


The Department of the Army requested extension of this legislation 
in a communication dated June 14, 1956, addressed to the Honorable 
Richard M. Nixon, President of the Senate. That communication is 
appended hereto. 

DEPARTMENT OF THE ARMY, 
Washington, D. C., June 14, 1956. 
Hon. Ricuarp M. Nixon, 
President of the Senate. 


Dear Mr. Presipent: There are forwarded herewith a draft of 
legislation, to continue the effectiveness of the act of December 2, 
1942, as amended, and the act of July 28, 1945, as amended, relating 
to war-risk hazard and detention benefits until July 1, 1957, and a 
sectional analysis thereof. 

This proposal is a part of the Department of Defense Legislative 
Program for 1956 and the Bureau of the Budget has advised that there 
is no objection to the presentation of this proposal for the consideration 
of the Congress. The Department of the Army has been designated as 
the representative of the Department of Defense for this legislation. 
It is recommended that this proposal be enacted by the Congress. 
Purpose of the legislation 

The purpose of this proposed legislation is to extend the temporary 
statutes relating to benefits available to certain civilian personnel for 
injury, death, or detention resulting from war-risk hazards. The 
temporary provisions of law concerning war-risk hazard benefits will 
terminate July 1, 1956, in accordance with the act of June 30, 1955 
(Public Law 125, 84th Cong.), “An Act to continue the effectiveness 
of the Act of De cember r 2, 1942, as amended, and the Act of July 28, 
1945, relating to war-risk hazard and detention benefits until July 1, 

1956.” 

The present legislation effects benefits granted to certain groups of 
civilian employees customarily engaged to support the military forces 
of the United States in overseas areas. ‘These groups and their rela- 
tionship to the Government may be classified generally as follows: 

(a) Direct-hire employees of the United States. 

(b) Certain persons engaged by contract with the United State. 
for personal services 

(c) Certain employ ees of contractors with the United States 
Government. 

(d) Civilian employees of nonappropriated fund instrumentalitiess 

There is general agreement that a major factor in recruiting compe- 
tent personnel for overseas duty in any of the above capacities is the 
protection offered for unusual risk of life or limb. This concern 
over physical safety remains strong as the result of the fate suffered 
by civilians employed at Pearl Harbor, Guam, Wake Island, and the 
Philippines. In the time of actual hostilities Congress adopted a 
temporary wartime policy (a retroactive measure) that the United 
States should assume the liability involved in such risks for certain 
groups of civilian employees in overseas areas. The experience of the 
military departments since 1941 indicates need for a continuing na- 
tional policy on this subject to be available when the contingency 
arises. 
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The Department of Defense has recommended two legislative pro- 
posals to revise and make permanent current temporary provisions 
of law relating to benefits available to certain civilian personnel for 
injury, death, or detention resulting from war-risk hazards. One, 
H. R. 9258, which amends the Federal Employees Compensation Act 
to provide war-risk hazard benefits for Federal employees, is currently 
receiving congressional consideration. The second, applicable to 
services engaged by contract, employees of contractors, nonappropri- 
ated fund employees, and employees of the American Red Cross, każ 
been transmitted to the Congress for consideration, and has been 
introduced in bill form as H. R. 11652. The Department of Defense 
feels that there is a definite need for this permanent legislation and 
urgently supports enactment of these measures. However, if the 
Congress determines that it needs a greater time to study the provi- 
sions of these proposals, the proposal forwarded herewith will insure 
continuation of temporary authority beyond July 1, 1956, the expira- 
tion date of the temporary authority, and thereby will at least assure 
the continuation of present coverage. 


Cost and Budget Data 


The fiscal implications of this proposal cannot be estimated ac- 
curately since its operation will depend entirely upon contingencies 
which cannot be forecast. 

Sincerely yours, 
Witser M. Brucker, 
Secretary of the Army. 


CHANGES IN EXISTING LAW 


In compliance of subsection 4 of rule XXIX of the Standing Rules 
of the Senate, changes in existing law made by the bill as reported 
are shown as follows (existing law proposed to be omitted is enclosed 
in black brackets; new matter is printed in italics; existing law in 
which no change is proposed is shown in roman): 


SECTION 201 OF THE ACT OF DECEMBER 2, 1942, As AMENDED 
(Public Law 784, 77th Cong., 56 Stat. 1033, 42 U.S. C. 1711) 


SEc. 201. When used in this Act (except when used in title II[)— 
(a) The term “Secretary” means the Secretary of Labor. 
(b) The term *war-risk hazard” means any hazard arising after 
December 6, 1941, and prior to [July 1, 1956] July 1, 1957, from— 
(1) the discharge of any missile (including liquids and gas) or 
the use of any weapon, explosive, or other noxious thing by an 
enemy or in combating an attack or an imagined attack by an 
enemy; or 
(2) action of the enemy, including rebellion or insurrection 
against the United States or any of its Allies; or 
(3) the discharge or explosion of munitions intended for use in 
connection with the national war effort (except with respect to 
any employee of a manufacturer or processor of munitions during 
the manufacture, or processing thereof, or while stored on the 
premises of the manufacturer or processor); or 
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(4) the collision of vessels in convoy or the operation of vessels 
or aircraft without running lights or without other customary 
peacetime aids to navigation; or 

(5) the operation of vessels or aireraft in a zone of hostilities 
or engaged in war activities. 

(c) The term “enemy” means any nation, government, or force 
engaged in armed conflict with the Armed Forces of the United States 
or of any of its allies. 

(d) The term ‘‘allies’’ as used in this Act and as used in the statu- 
tory provisions referred to in section 101 (a) (1) of this Act, means 
any nation, government, or force participating with the United States 
in any armed conflict. 

(e) The terms ‘national war effort” and ‘war-effort’’ include 
national defense; the term ‘“‘war effort” as used in the statutory pro- 
visions referred to in section 101 (a) (1) of this Act also includes 
national defense. 

(f) The term “war activities” includes activities directly relating 
to military operations. 





SECTION 5 (b) or THE Act or Jury 28, 1945 


(Public Law 161, 79th Cong., 59 Stat. 505, 15 U. S. C. 801) 


nae. 6.7 * * 


(b) In any case where an employee employed by the United States 
within the purview of such Act or any extension thereof suffers dis- 
ability or death after capture, detention, or other restraint, by an 
enemy of the United States, during the present war and until [July 
1, 1956] July 1, 1957 such disability or death shall in the administra- 
tion of such Act be deemed to have resulted from injury occurring 
while in the performance of duty, whether or not the employee was 
engaged in the course of his employment when taken by the enemy: 
Provided, That this subparagraph shall not apply in the case of any 
person (1) whose residence is at or in the vicinity of the place from 
whence he was thus taken, and (2) who was not living there solely 
by virtue of the exigencies of his employment, unless such person was 
so taken while he was engaged in the course of his employment: 
Provided further, That compensation for disability or death shall not 
be paid during any period of time during which the disabled person 
(or the dependents of such person, or any one of them) should receive 
or be entitled to receive any pay, other benefit, or gratuity from the 
United States on account of detention by the enemy or by reason 
of the same disability or death, unless such pay, benefit, or gratuity 
is refunded or renounced. The term “enemy” as used in this sub- 
section means any nation, government, or force engaged in armed 
conflict with the Armed Forces of the United States or of any nation, 
government, or force participating with the United States in any 
armed conflict. 


O 
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AMENDING THE FAIR LABOR STANDARDS ACT OF 1938, 
AS AMENDED 





JuNE 29, 1956.—Ordered to be printed 


Mr. Kennepy, from the Committee on Labor and Public Welfare, 
submitted the following 


REPORT 


{To accompany 8. 3956] 
pany 


The Committee on Labor and Public Welfare, to whom was referred 
the bill S. 3956, to amend the Fair Labor Standards Act of 1938, as 
amended, having considered the same, report favorably thereon, 
without amendment, and recommend that the bill do pass. 


EXPLANATION OF THE BILL 


The bill would amend the Fair Labor Standards Act to provide 
procedures for adjusting minimum wage rates and overtime pay 
standards in American Samoa. The authority to make such adjust- 
ments is vested in the Secretary of Labor, who is given power to set 
wages in specific geographical areas and in relation to particular work. 
The promulgation of such wages must be preceded by a public hearing. 
The minimum wage rate must be appropriate for the geographical 
area or the particular work in conformity with the policy of the Fair 
Labor Standards Act. In making his determination, the Secretary is 
directed to take into account the level of the economy of the area and 
its capacity to sustain the rate without causing substantial curtail- 
ment of employment, substantial hardship to business enterprise, or 
other destructive effects. He is also required to take into account the 
reasonable relationship of such rate to wage rates paid in neighboring 
economies on which such area draws substantially for its labor supply. 
In no case is the Secretary authorized to set the minimum rate above 
that in effect'fór the mainłand; which at the present time is $1. 

8. 3956 woułd ‘also’ relieve employers in American Samoa, retro- 
actively, fróm "liabilicy fór failure to comply with the Fair, Labor 
Stamdards Act' or with the Portal-to-Portal Act. 
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2 AMEND FAIR LABOR STANDARDS ACT OF 1938, AS AMENDED 


AMERICAN SAMOA 


American Samoa is composed of 7 islands located approximately 
2,300 miles southwest of Hawaii. The islands have a land area of 
roughly 76 square miles or 48,640 acres. The total population is about 
25,000, of which 12,000 live on the main island of Tutuila. The islands 
were under the administration of the United States Navy from 
February 19, 1900, until July 1, 1951, when they were transferred to 
the jurisdiction of the Department of the Interior. 

Approximately four-fifths of the land on the Samoan Islands 
is volcanic mountain area and is not arable. The total number of 
employable adults is between five and six thousand. At the present 
time, about 1,400 are employed—approximately 1,000 by the govern- 
ment of the islands, 300 by Van Camp Sea Food Co., Inc., and about 
100 in miscellaneous stores, commissaries, and other businesses. It is 
estimated that the annual per capita income is approximately $60. 

The life in the islands is primarily tribal in that each Samoan 
belongs to a family, or extended family of blood and marriage relation- 
ships, with all owing allegiance to the matai or chosen head of the 
group. The whole area is characterized by communal subsistence 
farming rather than a cash economy. The families mainly gather 
coconuts, dry them, take the copra into the government- -administered 
co-op which ships it to the mainland or Hawaii for use in soap manu- 
acturing. Others engage in handicrafts. 

The Governor is appointed by the Secretary of the Interior and 
is in charge of the administration of the civil government. The 
Department of the Interior’s economic policy is to establish a sound 
basic economy which will provide for food and monetary needs of 
a rapidly increasing population and which will provide a firm founda- 
tion for self-government. It is costing the United States $1,300,000 
a year to operate the government of Samoa. The only industry on 
the islands, otber than some handicrafts and limited agriculture, is 
a cannery operated, under lease, by the Van Camp S Seafood Co. 

Shortly after World War II, a firm financed by Rockefeller Founda- 
tion Funds established a commercial fish cannery on Pago-Pago, 
Samoa, which failed. Later the cannery was sold to the Wilbur-E Ilis 
Company of San Francisco, but this company never operated it. 
The government of American Samoa purchased the cannery at salvage 
value, offered it for lease, and in December 1953 the Van C amp 
Seafood Company of C ‘alifornia took over under a 1- -year lease. 

The company invested approximately $500,000; a new lease has 
been executed for 5 years beginning January 1, 1956, with 3 renewal 
options of 5 years each for a possible total of 20 years. The Van 
Camp Co. has difficulty in obtaining fish in sufficient quantities and 
is at present undertaking a program of teaching the Samoans how 
to fish commercially. Fish are being obtained from Japanese fisher- 
men under a contract agreement. There are roughly 300 employed 
in the cannery. Most of the employees are women. The wage rates 
vary from 27 cents to $1 per hour (for 1 employee), with a weighted 
average of 40 cents an hour. Individual wages are increased 2 cents 
an hour for each year of work satisfactorily performed up to a total 
of 5 years. The company has operated at a substantial oe during 
each of the 2 years it a been in operation. 
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The committee was impressed with the fact that the wages paid 
in the only industry in the island of any substantial consequence 
are comparable to those of the government of American Samoa, 
which employs about 1,500 people. 

The Samoan Legislature, known as the Fono, has requested that 
American Samoa be exempt from the provisions of the act. 

The report of the Department of Labor on this bill is as follows: 


DEPARTMENT OF LABOR, 
OFFICE OF*THE SECRETARY, 
Washington, June 21, 1956. 
Hon. Lister HILL, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington, D. C. 

Dear Senator Hix: This is with further reference to your 
request for my views on S. 3956, a bill to amend the Fair Labor 
Standards Act of 1938, as amended. 

S. 3956 would provide procedures for adjusting minimum wage, 
overtime pay, and child-labor standards in American Samoa. A 
further provision of the bill would relieve certain employers in Ameri- 
can Samoa retroactively from liability for failure to comply with the 
Fair Labor Standards Act or with the Portal-to-Portal Act. 

I have no objection to this type of approach for adjusting the labor 
standards of the act to meet the special problems involved in their 
application to American Samoa. However, I strongly question the 
advisability of attempting to solve these problems on a piecemeal 
basis by limiting the application of this procedure to American Samoa. 

Other territories and possessions, such as Guam, present problems 
similar to those existing in American Samoa and require special pro- 
cedures for adjusting the labor standards of the act. This situation 
is recognized in a bill introduced in the Senate as S. 2404. As you 
know, the Department’s report on S. 2404 was submitted to you on 
August 2, 1955, and recommended, among other things, that the 
special procedure provided in that bill for adjusting minimum wage, 
overtime pay, and child labor standards in American Samoa, Guam, 
and Wake Island be amended to include the Canal Zone. 

With respect to retroactive relief from liability for failure to com- 
ply with the provisions of the present law during periods prior to 
the effective date of the proposed amendments, I believe that a pro- 
vision which is less broad than that proposed in section 4 of S. 3956 
would achieve a fair balance of the equities of employees, employers, 
and the Government. 

An alternative amendment which would permit the granting of 
retroactive relief in the sound discretion of the court upon a showing 
of good faith and reasonable cause to believe that the act or omission 
complained of was not a violation of law was discussed in detail in 
the Department’s report on S. 2404. 

In view of the foregoing, I am opposed to the enactment of S. 3956 
in its present form. 

The Bureau of the Budget advises that it has no objection to the 
submission of this report. 

Sincerely yours, 


JAMES P. MITCHELL, 
Secretary of Labor. 
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4 AMEND FAIR LABOR STANDARDS ACT OF 1938, AS AMENDED 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXTX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new material is printed in italics, existing 
lew in which no change is proposed is shown in roman): 


TuE FAIR LABOR StTanparps Act or 1938, As AMENDED 


(29 U. S. C. 201) 
* a * * * * * 


SEC. 6 (a) Every employer shall pay to each of his employees who 
is engaged in commerce or in the production of goods for commerce 
wages at the following rates— 

(1) not less than $1 an hour; 

(2) if such employee is a home worker in Puerto Rico or the 
Virgin Islands, not less than the minimum piece rate prescribed 
by regulation or order; or, if no such minimum piece rate is in 
effect, any piece rate adopted by such employer which shall yield, 
to the proportion or class of employees prescribed by regulation 
or order, not less than the applicable minimum hourly wage rate. 
Such minimum piece rates or employer piece rates shall be 
commensurate with, and shall be paid in lieu of the minimum 
hourly wage rate applicable under the provisions of this section. 
The Secretary of Labor or his authorized representative, shall 
have power to make such regulations or orders as are necessary 
or appropriate to carry out any of the provisions of this para- 
graph, including the power without limiting the generality of the 
foregoing, to define any operation or occupation which is per- 
formed by such home work employees in Puerto Rico or the 
Virgin Islands; to establish minimum piece rates for any operation 
or occupation so defined; to prescribe the method and procedure 
for ascertaining and promulgating minimum picce rates; to 
prescribe standards for "w, piece rates, including the 
proportion or class of employees who shall receive not less than 
the minimum hourly wage rate; to define the term ‘home 
worker”; and to prescribe the conditions under which employers, 
agents, contractors, and subcontractors shall cause goods to be 
produced by home workers[..]: 

(3) If such employee 1s employed in American Samoa, not less 
than the applicable rate established by the Secretary of Labor as herein 
provided. The provisions of paragraph (1) of this subsection shall 
not apply to any employee specified in this paragraph (8), but when 
the Secretary of Labor finds that economic conditions in such posses- 
sion, in a specific area or areas thereof, or in relation to particular 
work to be performed therein warrant, he shall determine and pro- 
mulgate, following a public hearing on the matter, the minimum wage 
rate which he shall find appropriate for such geographical area or 
particular work in conformity with the policy of this Act. In making 
such a determination, the Secretary shall take into account the level 
of the economy of the area and its capacity to sustain the rate without 

chusing substantial curtailment of employment, substantial hard- 
ship to business enterprise, or other disruptive effects; and he shall 
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also take into account the reasonable relationship of such rate to wage 
rates paid in neighboring economies on which such area draws sub- 
stantially for its labor supply. The minimum wage rate thus estab- 
lished by the Secretary shall not exceed the rate prescribed in para- 
graph (1) of this subsection. 


* * * * * * * 


MMG 

(b) * * * 

(c) * * * 

EZ 

(e) The provisions of section 7 and section 12 shall not apply with 
respect to employees for whom the Secretary of Labor is authorized to 
establish minimum wage rates as provided in section 6 (a) (3), except with 
respect to employees for whom such rates are in effect; and with respect 
to such employees the Secretary may make rules and regulations providing 
reasonable limitations and allowing reasonable variations, tolerances, and 
exemptions to and from any or all of the provisions of sections 7 and 12 
if he shall find, after a public hearing on the matter, and taking into account 
the factors set forth in section 6 (a) (8), that economic conditions warrant 
such action. 


* * ba x . a a 
Szc. 16. (a) * *.* 
(b) * * + 


(c) * * * 


(d) In any action or proceeding commenced prior to, on, or after the 
date of enactment of this subsection, no employer shall be subject to any 
liability or punishment under this Act or the Portal-to-Portal Act of 
1947 on account of his failure to comply with any provision or provisions 
of such Acts with respect to work performed in a possession named in 
section 6 (a) (3) at any time prior to the establishment by the Secretary, 
as provided therein, of a minimum wage rate applicable to such work. 


O 








